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Nordic Firms in Svetogorsk Packaging Venture 
94P20893A Helsinki HUFVUDSTADSBLADET 
in Swedish 8 Jun 94 p 9 


[Article by “PG”: “Tetra Pak Into Svetogorsk”’] 


[Text] The Swedish firm Tetra Pak has acquired a 
minority share in the Russian pulp and paper komb/inat 
[group of enterprises] in Svetogorsk, which 1s currently 
in the process of being privatized. The firm has also 
signed an agreement with Kymmene Oy [of Finland] to 
help improve production there. This cooperation pact 
also involves marketing of products other than pack- 
aging cardboard. 


The privatization process is already half completed, but 
the company has aimed at a 20-percent ownership share, 
a spokesman from Tetra Pak stated on Tuesday [7 June]. 
With this, the firm would assure cardboard supplies for 
its nlants making packaging materials in Kuban tn 
Russia and Kiev in Ukraine. 
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The pulp and paper kombinat in Svetogorsk 1s one of 
Russia’ largest and most modern forestry industry units 
The kombinat in its origin was a Finnish construction 
project carried out by Finn-Strot during the middle of 
the 1980's 


Production capacity 1s around 420,000 tons of pulp and 
220,000 tons of paper annually. The packaging plant's 
yearly capacity 1s currently 60,0U0 tons, and could—with 
slight additional investment—be raised to 100,000 tons. 
Operations in Svetogorsk recently have been at a low 
level because of raw material shortages 


One of the cable papermaking machines in Svetogorsk 
has been converted so that 1t can now produce cardboard 
for liquids packaging. Investments of almost 60 million 
[Finnish] markkas have been financed by Tetra Pa! 

These new investments are a direct consequence of Tetra 
Pak’s concentration on the Russian market. Over the 
past few years the firm has invested close to 700 million 
markkas in Russia. The firm has f ur separate produc- 


tion facilities for processing machines, filling machines, 
and packaging materials for foods in liquid form. The 
company employs almost 1,500 persons. 
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Agreement on Creating Free Trade Zones 
944 OYIIA Moscow LKONOMIKA T ZIZN 
in Russian No 19, May 94 p 16 


[Agreement on the Creation of Free Trade Zones”’| 
[Text] 
[box, p 16] 


At Your Request 


In the middle of April the heads of the states and govern- 
ments of the CIS signed a number of documents, in. ‘ding 
the Agreement on the Creation of a Free Trade Zone. If 
possible, publish the actual text of this and other agree- 
ments—there is still a desire for more detatled and concrete 
information on the agreement of the governments. 


[Signed] A. Rybkin 
Commercial Director, Rys Joint-Stock Company 
I: kutsk 


During the Moscow meeting more than 35 issues were 
considered. The heads of states signed 26 documents, 
and 22 documents were signed by the heads of govern- 
ments. At your request we are publishing the texts of 
several agreements. fend box] 


The states participating the present Agreement, herein- 
after referred to as Contraciing Parties, 


affirming their support of free development of mutual 


CCONOMIC COOKTAINATION, 


introducing into. practice the principles of a market 
COONOMTY, 


acting in the direction of consistent implementation of the 
provisions of the Treaty on the Creation of an Economic 
Union of 24 September 1993 in the City of Moscow, 


creating conditions for free movement of commodities 
and services, 
providing for balance of mutual trade and stabilization of the 


domestic economic situations of the participating States, 


contributing to the growth of the economic potential of the 
participating states on the hasis of development of mutu- 
all) advantageous cooperative (les and collaboration, 


“er led hy a desire {0 constantly raLSe the standard of 


living of the population of their states, 
hased on stage-hy-stage creation of the Economic Union, 
entering into the Agreement on the Creation of a Free 


Trade Zone, hereinafter referred to as the Agreement, 
have agreed to the following 


Article 1. General Provisions 


|. The Contracting Parties in order to achieve the objectives 
of the present Agreement shall provide for interaction in 
resolving specific problems of the first stage of the creation 
of the Economic Alliance directed toward: 
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a gradual abolition oj customs duties, taxes, and fees that 
have equivalent acuion and quantitative restrictions in 
mutual trade; 


the elimination of other obstacles to free movement of 
commodities and services: 


the creation and development of an effective system of 
mutual settlements and payments for trade and other 
operations; 


coordination of the trade policy with respect to countries 
not participating in the present Agreement; 


coordination of the economic policy to the extent neces 
sary to achieve the objectives of the Agreement (in the 
areas of industry, agriculture, transportation, finance. 
investments, the social sphere, the development of con- 
scientious competition, etc.): 


promotion of interbranch and intrabranch cooperation 
and scientific and technical collaboration: 


harmonization and/or standardization of legislation of 
the Contracting Parties to the extent necessary for prope! 
and effective functioning of the free trade zone. 


2. The territory of the Agreement encompasses the 
customs territories of the Contracting Parties. 


3. If the significance of the terms are not especially 
defined in the Agreement or some other agreement of the 
Contracting Parties, upon interpreting them the Con- 
tracting Parties shall be guided by the principles of the 
Vienna Convention on Law of International Agreements 
of 1969. 


Differences of opinion in connection with the interpretation 
of the Agreement or individual terms in it will be resolved 
according to the procedure adopted for regulating disputes 
in connection with the present Agreement. 


4. The Contracting Parties shall refrain from actions that 
contradict the principles and impede the achievement of 
the objectives of the present Agreement. This provision 
pertains in particular to the conditions for participation 
of the Contracting Parties in other regional economic 
groupings and also other issues related to regulation of 
relations within the framework of the Agreement. 


Article 2. Conditions with Respect to Nonparticipating 
States 


The Contracting Parties shall retain the right to indepen- 
dent and autonomous determination of the conditions 
for foreign econon ic relations with states not partici- 
pating in the prese.it Agreement. 


Article 3. Customs Duties, Taxes, and Fees with 
Fquivalent Effect and Quantitative Restrictions 


1. The Contracting Parties shall not apply customs duties, 
taxes, or fees that have an equivalent effect or quantitative 
restrictions on bringing in and/or taking out commodities 
originating on the customs territory of one of the Con- 
tracting Parties and intended for the customs territories of 
other Contracting Parties. Exceptions from this trade pro- 
vision shall be documented with documents that are an 
inseparable part of the present Agreement. 
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2. In compliance with point | of the present article the 
(Contracting Parties shall within six months of the date the 
present Agreement goes into force develop and coordinate 
a general List of exceptions trom the regime of free trade 
and also methods of application and stage-by-stage aboli- 
tion of these exceptions for the transition period until the 
creation of a tree trade zone 


3. Until the coordination of the general List of exceptions 
in relations between the Contracting Parties, existing bilat- 
eral agreements on free trade and protocols on exceptions 
from these conditions shall be applied unless otherwise 
sStuupulated by bilateral agreements 


4. The country of origin of the commodity shall be 
determined in compliance with the Rules for Determining 
the Country of Origin of Commodities, which shall be an 
inalienable part of the present Agreement (Appendix No 
l). 


Article 4. Technical and Other Special Requirements 
(Restrictions) 


| The Contracting Parties, in order to eliminate technical 
barriers and othe: restrictions of a similar nature in mutual 
trade, shal! strive to harmonize technica! and other special 
requirements and coordinate their policies in this area. 


) The Contracting Parties shall instruct their authorized 
organs to prepare the corresponding proposals for imple- 


mentation of the provisions of the first point of the present 


article on a multilateral or bilateral! basis 


Article 5. Fees and Formalities Related to Shipment of 
Commodities In and Out 


|. All fees and payments (with the exception of customs 
duties, taxes, and fees on a par with them) established by 
the Contracting Parties in connection with shipping com- 
modities in and out 1n mutual trade must not exceed actual 
expenditures within reasonable limits. 


~ 


The Contracting Parties shall provide information about 
the kinds of fees and payments and strive for a coordinated 
reduction of their number and amounts. 

3. The Contracting Parties shall strive to simplify and 
standardize administrative formalities 

4. The pro 


particular 


sions of the present Agreement shall apply, in 
to fees and formalities pertaining to 


quantitative restrictions: 
hice nsing 
{oO eign r ( tro} 


documents, documentation, and certification of docu- 


ments 


analysis and inspection: 


quarantine, the sanitary service, fumigation, etc 
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Article 6. Standardization and/or Harmonization of 
Customs Procedures 


|. The Contracting Parties shall take measures for max 
imum simplification and standardization of customs | 
malitics, particularly through the introduction of standard 
forms of customs documentation and documentation 
accompanying commodities, betng oriented toward 
existing international agreements and treaties 

2. The Contracting Parties shal! instruct their authorizes 
Organs to prepare proposals pertaining to harmonization 
of customs procedures and mutual recognition of customs 
documents and customs support 


Article 7. Commodity Classification 


|. Woen taking measures for tariff and nontariff regula 
tion, introducing statistical reporting, and exchanging sta- 


tistical information, and also for customs control and 
documentation the Contracting Parties shall take advan 
tage of the Commodity Classification of Foreign Econon 
Activity based on the Harmonized System of Description 
and Codification of Commodities. Here for thei vn 
needs the Contracting Parties shall, if necessas imry out 
further development of national commodity classifica- 
tions. 


2. The introduction of a standard copy of the Harmonized 
System of Description and Codification of Commodities 
Shall be effected by the Russian Federation thr 
existing representative offices in the corresponding inter- 
national organizations unul other contracting parti 
announce independent introduction of a standard cop 


= 


Article 8. Domestic Taxes and Other Fees of a Fiscal 
Nature 

1. The Contracting Parties shall not directly or indirectly 
Impose on commodities originating « 
tories of other contracting parties taxes and fees of a fiscal 
nature in an amount exceeding their level 
commodities 


) the customs tert 


2. The Contracting Parties shall submit full information 


about their existing taxes and other fees of a fiscal nature 


Article 9. Subsidies 


The Contracting Parties have agreed not to grant export or 
other subsidies to enterprises located on their territories if 
as a resull of granting such subsidies conditions of ¢ 


enfious competition are violated 


Article 10. Transit 


1. The Contracting Parties agree that observance of the 
principle of free transit 1S a most Important condition for 
achievement of the objectives of the present Agreement 
and an essential element in the process of including them 
in the system of international division of labor and coop- 
eration 


2. Transit shipments must not be subjected to unjustifiable 
delays or restrictions 
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+, The conditions for transit, including tariffs for shipment 
by any kind of transportation and the rendering of ser 
vices, must not be worse than the conditions provided by 
the Contracting Parties for their own dispatchers and 
reciprents of cargoes and commodities belonging to them 
and also for shippers and means of transportation of said 
Contracting Party or they are offered to dispatchers and 
recipients of cargo, commodities belonging to the shippers, 
and means of transportation of any other foreign state 
uniess otherwise stipulated by the bilateral agreement. 


Article 11, Re-Exporting 


1, No Contracting Party shall allow unsanctioned re 
exporting of commodities with respect to whose exports 
other Contracting Parties from whose territory said com- 
modities originate apply measures of tariff and/or non- 
tari! regulation 


2. The Contracting Parties shall not prevent economic 
agents from including in contracts provisions that affect 
re-exporting of commodities 


3. Questions relating to re-exporting commodities shall be 
regulated in compliance with the Agreement on Re- 
Exporting Commodities and the Procedure for Issuing 
Permits for Re-Exporting (Appendix No. 2), which makes 
up an inalienable part of the present Agreement. 


Article 12. Production Cooperation and 

Scientific- technical Cooperation 

The Contracting Parties shall contribute to the develop- 
ment of production cooperation and scientific-technical 
cooperation on an interstate (interbranch, regional) level 
and on the level of economic agents, including through the 
granting of various forms >f state support. 


Article 13. Exceptions 


|. General exceptions 


The present Agreement shall not infringe on the right of 


any of the Contracting Parties to adopt measures generally 
accepted in international practice for state regulation in 
the crea of foreign economic relations which tt considers 
necessary for protection of its vital interests or which are 
unaoubtedly necessary for the fulfillment of international 
agreements of which it 1s a participant or intends to 
hecome one if these measures pertain to: 


preservation of social morality and social order: 
protection of the life and health of people: 
protection of animals and plants: 

protection of the environment; 


protection of artistic, archaeological, and historical assets 
that are national property: 


protection of industrial and intellectual property: 


trade in gold, silver, or other precious metals and stones; 


preservation of irreplaceable natural resources; 
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restriction of exports of ' .oducts when the domestic price 
for these products 1s below the world price as a result of the 
implementation of state programs for support; 


violation of the payment balance. 
2. Exceptions for safety considerations. 


Nothing in the present Agreement shall infringe on the 
right of any of the Contracting Parties to apply any 
measures of state regulation which it considers necessary 1f 
these measures pertain to: 


ensuring national security, including prevention of the 
leakage of confidential information pertaining to state 
secrets: 


trade in weapuns, material equipment, and ammunition, 
rendering of services of a military nature, transfer of 
technologies and rendering of services for production of 
arms and military equipmen’ and other military purposes; 


delivery of fissionable materials and sources of radioactive 
substances and salvaging of radioactive wastcs: 


measures applied during wartime or in other extreme 
circumstances in international relations; 


actions to meet 'ts commitments on the basis of the UN 
charter for maintaining international peace and security. 


Article 14, Procedure for Introducing Measures of State 
Regulation 


1. The Contracting Parties shall promptly notify other 
Contracting Parties of the reasons, nature, and proposed 
time periods for the introduction and the effect of mea- 
sures of state regulation. 


2. The Contracting Parties shall conduct preliminary con- 
sultation and develop recommendations. In the event that 
it is impossible to adopt a coordinated decision within six 
months, the Contracting Parties mentioned tn point | of 
the present article shal! have the right to introduce mea- 
sures for state regulation at their own discretion 


3. In special cases where delay cannot be tolerated the 
Contracting Parties shall have the right to introduce mea- 
sures of state regulation in the area of foreign economic 
activity with simultaneous notification and immediate 
subsequent consultations with other Contracting Parties. 


Article 15. Cooperation in the Area of Export Control 


The Contracting Parties shall cooperate and take coordi- 
nated actions regarding issues of export control. 


Article 16. The Sphere of Enforcement of the 
Agreement Regarding Commodities 


The conditions of the free trade zone shall apply to 
commodities originating on the customs territories of the 
Contracting Parties and intended for the customs territo- 
ries of Contracting Parties. 
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Article 17. Services 


|. The Contracting Parties on the basis of mutuality shall 
strive for gradual removal of restrictions in order to create 
conditions for free rendering of services within the terrt- 
tory of the Agreement. 


2. The Contracting Parties shall determine the kinds of 
services to which the present Agreement shal! ply and 
single out priority kinds of services in the area of direct 
service for commodity turnover with respect to which 
questions of liberalization of imports and exports shall be 
subject to an immediate resolution. 


3. The Contracting Parties shall retain the right to coordi- 
nate questions related to rendering services on both a 
multilateral and a bilateral basis. 


Article 18. Exchange of Information on Legal 
Regulation of Foreign Economic Relations 


The Contracting Parties shall in a coordinated way grant 
one another information on domestic legal regulation of 
foreiyn economic relations. 


Article 19. Procedure for Resolving Disputes 


1. Any disputes and disagreements among the Contracting 
Parties regarding interpretation and/or application of the 
provisions of the present Agreement and also other dis- 
putes affecting the rights and responsibilities of the Con- 
tracting Parties concerning the present Agreement 0: 1n 
connection with it shall be resolved according to the 
following procedure: 


through conducting direct consultations by the involved 
Contracting Parties among themselves or, by mutual con- 
sent, with the participation of representatives of other 
contracting parties; 


within the framework of the Agreement procedure 
(through the creation of work groups for studying materials 
from the dispute and developing recommendations); 


in the Economics Court of the CIS; 


within the framework of other procedures envisioned by 
international law. 


2. The transition to the subsequent procedure 1s possible 
by mutual consent of the Contracting Parties between 
which the disputed issues or disagreements have arisen or 
at the demand of one of them upon failure to achieve 
agreement within six months of the day of the beginning of 
the procedure. 


Article 20. Relationship of the Present Agreement to 
Other Obligations and Rights of the Contracting 
Parties 


1. Nothing in the present Agreement shall be construed as 
preventing any of the Contracting Parties from fulfilling 
commitments they have made in compliance with any 
other international agreement of which the Contracting 
Party is a participant or may be under the condition that 
these commitments do not contradict the provisions and 
objectives of the present Agreement. 
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2. The conditions of the present Agreement do not affect 
the rights and advantages granted within the framework of 
regional cooperation, border and coastal trade, prefer- 
ences, free economic and customs zones regulated by 
domestic legislation or on the basis of international agree- 
ments 


3. The Ccatracting Party which intends to include prefer- 
ential, trade, or integration agreements with states that are 
not participants of the present Agreement shall promptly 
notify other Contracting Parties of this and inform them of 
the proposed conditions tor tts participation in the afore- 
mentioned agreements. 


For purposes of the present point the Contracting Parties 
shall be Contracting Parties which have signed the present 
Agreement and states that have joined tt. 


Article 21. Transition to a Customs Union 


The free trade zone shall be regarded as a transition stage 
to the formation of a customs unton. 


The customs union may be created by states that express a 
desire to continue cooperation within its framework and 
meet the conditions of the present Agreement. 


Article 22. Changes and Additions 


1. Changes and additions may be made to the present 
Agreement by the mutual consent of the Contracting 
Parties. 


2. Reservations shall not be allowed with respect to the 
present Agreement 


Article 23. Enactment 


|. The present Agreement shall be temporarily applied 
froin the day it 1s signed and shall go into force effective 
the date of submission for storage in the depository of the 
third notification of the implementation by the Con- 
tracting Parties who signed it of all the necessary intrastate 
procedures 


2. The depository for the present Agreement shall be the 
Republic of Belarus 


3. After one year from the date of the signing of the present 
Agreement the Contracting Parties for which the Agree- 
ment has gone into force shall adopt a resolution regarding 
participation in the Agreement of Contracting Parties for 
which the Agreement has been applied temporarily. 


Article 24. Joining 


1. The present Agreement shall be open for joining by any 
state of the Commonwealth of Independent States which 
recognizes the provisions of the Agreement in effect as of 
the time of joining and which expresses its readiness to 
fulfill them in any volume. 


2. They may join under the conditions and according to 
the procedures determined in a separate agreement with 
the joining state, which shall be preliminarily coordinated 
and subject to approval by all Contracting Parties in 
compliance with their intrastate procedures. 
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Article 25. Tern.inating Participation in the Agreement 


1. Any Contracting Party shall terminate its participa- 
tion in the Agreement through sending an official written 
notification to other Contracting Parties of its intention 
to withdraw from the Agreement six months before 
withdrawal. 


2. In the event of the violation by any of the Contracting 
Parties of the provisions of the present Agreement, 
causing serious harm to the achievement of its objec- 
tives, the other Contracting Parties shall have the right to 
adopt a decision to terminate the effect of the Agreemen 
or individual provisions of it with respect to this Con- 
tracting Party or adopt a decision to expel it from ine 
participants in the Agreement. 


3. In order to resolve possible disputes and claims, 
including of a material nature, the provisions of the 
present Agreement shall remain in effect with respect to 
the Contracting Party that has terminated participation 
until all of these demands have been fully regulated. 


Done in the City of Moscow on 15 April 1994 in one 
authentic in the Russian language. The auchentic copy 
shall be stored in the Archives of the Government of the 
Republic of Belarus, which will send the Contracting 
Parties that have signed the present Agreement their 
certified copy. 


Rules for Determining Country of Origin 
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(“Rules for Determining Country of Origin of Goods”’] 
[Text] 
Appendix 


Approved by a resolution of the Council of Chiefs of States 
of the Commonwealth of Independent States on Rules for 
Determining the Country of Origin of Commodities of 24 
December 1993 


Rules for Determining the Country of Orngin of Com- 
modities 


The present rules shall be in effect with respect to com- 
modities originating from tie CIS states and heing circu- 
lated in trade among these states. 


For purposes of the present rules: 


a) the term “CIS state” shall be understood to mean CIS 

tates that have signed the Agreement on Cooperation in 
the Area of Foreign Economic Activity (15 May 1992, 
Tashkent); 


b) the term “country of origin of commodities” shall 
mea the CIS state in which the commodity was com- 
pletely produced or subjected to sufficient processing. 
For application of the criterion of sufficient processing it 
shall be possible to apply the cumulative principle of 
origin, that 1s, when there 1s sequential processing of 
commodities in the CIS states these states shall be 
regarded as a single whole for purposes of determining 


origin: 
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c) the term “criterion of sufficient processing” shall mean 
the term according to which the commodity in whose 
production two or more countries participate shall be 
considered to originate from the country in which it was 
subjected to the last essential processing sufficient for 
imparting to the commodity its (ypical feature; 


d) the term “customs contro!” shall mean the totality of 
measures taken by national customs organs for purposes of 
ensuring observance of national legislation in custoins 
matters and also national legislation and international 
agreements, control over whose implementation is the 
responsibility of customs organs: 


e) the term “commodities” sha!l mean any mobile prop- 
erty including thermal, electric, and other kinds of energy 
transported across the customs border: 


f) the term “commodity classification” shall mean the 
Commodity Classification of Foreign Economic Activity 
(TN VED) used in the CIS states based on the Harmonized 
System of Description and Codification of Commodities 
and the combined tariff-statistical classification of the EC. 


The procedure for determining the country of origin of 
commodities shipped onto the customs territory of the CIS 
States from third countries and shipped to third countries 
from the states shall be regulated by national legislation of 
the CIS states. 


1. The country of origin of a commodity shall be consid- 
ered to be the state where the commodity was completels 
produced or subjected to sufficient processing. 


2. The following commodities shall be considered to have 
been fully produced in the given country: 


a) minerals extracted on its territory or in its territorial 
waters, on its continental shelf and in the seas if the 
country has exclusive rights to the development of these 
minerals; 


b) vegetable products raised and harvested on tts territory; 
C) living animals born and raised in it: 


d) products obtained 1n this country from raising animals 
there: 


e) products of hunting, fishing. and sea fishing: 


f) products of sea fishing caught and/or produced in the 
world ocean by ships of the given country or ships leased 
(chartered) by it; 


g) secondary raw material and wastes which are the result 
of production and other operations conducted in the given 
country; 


h) high technology products obtained in open space on 
space ships belonging to the given country or leased by it: 


1) commodities produced in the given country exclusively 
from products mentioned in subpoints ‘‘a’’-““h”’ of point 2. 


3. When two or more countries participate in the produc- 
tion of acommodity, the origin of the commodity shall be 
determined according to the criterion of “sufficient pro- 
cessing.” 








KF BIS-USR-94-066 
21 June 1994 


4. The criterion of “sufficient processing’ may be 
reflected: 


a) by a rule that requires a change tn the tariff position of 
the corresponding commodity -lassification with a list of 
exceptions: (Footnote 1) (The list of exceptions may 
include: a) a list of production or technological operations 
which, although they lead to a change in the commodity 
position, are not considered a sign of sufficient processing 
or are considered such only with observance of certain 
conditions: 


b) a list of production or technological operations which, 
although they do not lead to a change in the tariff position, 
are considered a sign of sufficient processing with the 
observance of certain conditions. 


The conditions mentioned in subpoints “a” and “b” may 
pertain both to operations conducted with the commodity 
and to the rule of ‘tad valorem share.”’) 


b) a list of production or technological processes either 
adequate or inadequate for the commodity to be consid- 
ered as originating from the country where these processes 
took place; 


c) the rule of ‘‘ad valorem share” when the percentage 
share of the value of the utilized materials or added value 
reaches a fixed level in the price of the franco-plant 
delivered commodity. 


5. In the event that the criterion of origin of the com- 
modity 1s not especially stipulated with respect to specific 
commodities or a specific country (countries), the general 
rule shall be applied whereby a commodity ts considered to 
have been subjected to sufficient processing if there has 
been a change in the commodity position (classification 
code of the commodity) on the Commodity Classification 
at the level of any of the first four indicators. 

The following shall be regarded as not meeting the crite- 
rion of sufficient processing: 

4) operations for providing for preservation of the com- 
modities during storage or transportation; 


b) operations for preparing the commodities for sale and 
transportation (breaking down batches, forming ship- 
ments, sorting, repackaging): 


c) simple assembly operations; 


d) switching of commodities (components) without 
imparting to the product obtained characteristics that are 
significantly different from its initial ones; 


e) a combination of two or more of the aforementioned 
operations; 
f) slaughter of livestock. 


6. In the event that the criterion of “sufficient processing” 
is reflected through the ad valorem share, the value indi- 
cators shall be calculated: 


a) for imported materials—according to the customs value, 
that 1s, the value subject to customs duties when shipped in 
(on the basis of the SIF [expansion not indicated]) or 1n the 
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event that their origin is unknown—at the price estab- 
lished for the first sale on the territory of the country where 
the production 1s being carried out: 


b) for finished commodities—at the price franco-plant or 
export price of the seller. 


7. Objects in disassembled or unassembled form shipped 
in several batches when because of production or transpor- 
tation conditions it 1s impossible to ship them as one batch 
(Footnote 2) (This rule shall also be applied in cases where 
the batch has been broken down into several by mistake or 
because of incorrect addressing.) must be regarded, at the 
request of the importer, as a single object from the stand- 
point of determining origin. (Footnote 3) (The conditions 
for the application of this rule shall be: preliminary noti- 
fication of the customs office where it 1s shipped in of the 
breakdown of a disassembled or unassembled commodity 
into several branches with an indication of the reasons for 
this breakdown, a detailed specification of the contents of 
each batch referring to the TN VED, the value, and the 
country of origin of the commodities included in each 
batch; the delivery of all batches from one country and by 
one exporter; the shipment of all batches through one 
customs office; the delivery of all batches of commodities 
by a date not exceeding six months from the date of the 
first dispatch.) 


8. For purposes of determining tue origin of commodities, 
the origin of thermal and electric energy, machines, equip- 
ment, and instruments used for their production shall not 
be taken into account. 


9. A commodity is considered to have originated from the 
country of export only if this commodity not only meets 
the criterion of origin and other conditions established by 
the present Rules but also is purchased directly from an 
enterprise or firm registered in keeping with the estab- 
lished procedure in the exporting country and 1s imported 
through direct dispatch from this country to the importing 
country. 


The requirement of direct shipment shall also be met by 
commodities transported through the territory of one or 
several of the countries as a result of geographical, trans- 
portation, technical, or economic factors and also when 
they are temporarily shipped into or warehoused on the 
territory of these countries under the condition that the 
commodities remain the whole time under the customs 
control of the country of transit. 


Additionally, the rules of direct dispatch are complied with 
by commodities purchased by an importer at exhibits or 
trade fairs under the condition that these commodities 
were not used for purposes other than exhibits afte: 
dispatch to the exhibition or trade fair and remained under 
customs control during the course of the exhibition or 
trade fair. 


10. When certifying the origin of the commodity in the 
given CIS state it 1s necessary to submit to the customs 
organs of the country into which it 1s shipped a declara- 
tion-certificate (hereinafter referred to as certificate) con- 
cerning the origin of the commodity. 
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11. When commodities are exported from the CIS states 
the certificate of origin shall be issued by an organ of the 
country of origin of the commodity authorized in com- 
plhiance with national legislation 


The CIS states shall exchange samples of stamps of 
Organs and signatures of individuals authorized to 
endorse the certificates. The certificates shall be consid- 
ered invalid without the aforementioned samples and 
the preferences envisioned by agreements on trading 
conditions shall not apply 


12. The certificate must contain the following necessary 
information about the commodity for which it is issucd: 


a) name and address of exporter 
b) name and address of importer: 


c) means of transportation and route of travel (to the 
extent that this is known): 


d) the number of places and kinds of packaging and a 

I I EINE 
description of the commodity containing all the infor- 
mation necessary to identify the commodity: 


e) weight brutto and netto. (Footnote 4) (These indica- 
tors may be replaced by others such, for example, as the 
number of units or volume when the weight of the 
commodity changes significantly during transportation 
or when these units are regularly applied to the given 
type of commodity.) 


13. The certificate of origin must clearly state that the 
given commodity originates in the corresponding 
country, that 1s, 1t must contain 


a) a written declaration from the exporter to the effect 
that the commodity meets the corresponding criterion of 
origin; 


b) a written certification from the authorized organ that 
issued the certificate to the effect that the information 
presented by the exporter on the certificate 1s accurate. 


14. The certificate of origin shall be submitted to cus- 
toms organs in typed form without corrections in the 
Russian language. 


15. The certificate of origin shall be submitted along with 
the freight customs declaration and other documents 
necessary when filling out customs documentation. 


16. In the event of the loss of the certificate of origin an 
officially notarized duplicate (copy) shall be accepted. 


17. On a certificate of origin for small batches of com- 
modities (valued at up to $5,000) the exporter may 
declare the country of origin of the commodity on the 
shipping invoice or other accompanying documents 
attached to the commodity. 


18. If there are doubts about the accuracy of the certifi- 
cate of origin or the information contained in it the 
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customs organs shall apply to the authorized organiza- 
tions that endorse the certificate or other authorized 
organs o/ the country indicated as the country of origin 
of the commodities with a justified request to provide 
additional or clarifying information. 


19. The commodity shall not be regarded as having 
Originated in a given country until the proper confirma- 
tion of origin or the requested information is provided. 


20. As a general rule, failure to provide the properly 
filled out certificate of origin or information about the 
origin shall not be considered grounds for refusing to let 
the freight pass. 


The customs office may refuse to let freight pass only if 
there are sufficient grounds to assume that it originated 
in a country whose commodities must not be allowed 
into the country in compliance with international agree- 
ments in effect for this state and/or its national legisla- 
tion. 


Taking into account the provisions of the second para- 
graph of the present point, commodities whose origin 
has not been reliably established are allowed to be 
shipped into the country with the payment of customs 
duties at the maximum rates of the customs tariff of the 
country into which they are being shipped. 


21. Most favored nation or preferential conditions may 
be applied to commodities indicated in the third para- 
graph of point 20 upon receipt of the proper certification 
of their origin no later than a year after the delivery 
(output) of the commodity. 








1. Exporter 4. Mo. aa 
(name and postal address) CERTIFICATE 
OF ORIGIN OF COMMODITY 
Fors ST-1 
_ Issued in 


2. Cargo recipient 


(name of country) 
(name and posta) address 


For presentation in 


_(name of country) | 





3. Means of transportation and route 5. For official notes 
(as far as is known) 








6. No. p/p 7. Mumber 8. Descrip- | 9. Weight 10. Number 


of spaces tion of brutto/ and date 
and type commodity netto (kg) of invoice 
of 

packaging 

















12. Declaration of applicant 

The undersigned declares that the 
foregoing information is tru: that 
all commodities have been fully 
produced or have undergone 
sufficient processing .n 


11. Certification 
This is to certify that 
the declaration of the 
applicant is true 





{name of country) 
and that they meet the requirements 
of origin established with respect 
to such commodities 











Signature Date Seal Signature Date Seal 





[box, p 17] 


Resolution on Changing Points 9 and 10 of the Rules 
for Determining the Country of Origin of Commodities 


In connection with the conclusion of the Agreement on 
the Creation of a Free Trade Zone and the need to 
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change Points 9 and 10 of the Rules tor Determining the 
Country of Origin of Commodities of 24 September 
1993, the heads of the governments of the states partic- 
ipating in the Commonwealth of Independent States 


have resolved: 
1. Points 9 and 10 shall be worded as follows: 


“9. A commodity shall be considered have originated on 
the customs territory of a state participating in the 
Agreement on the Creation of a Free Trade Zone if it 
meets the criteria for origin established by the present 
Rules and 1s acquired dy a resident of one of the states 
participating in the Agreement on the Creation of a Free 
Trade Zone. 


“10. As certification of the origin of a commodity on the 
customs territory of a state participating in the Agree- 
ment on the Creation cf a Free Trade Zone it 1s necessary 
to submit to the customs organs of the state to which it 1s 
shipped a declaration-certificate of the origin of the 
commodity (form ST-1 1s attached) issued by an autho- 
rized organ of the country of origin participating in the 
Agreement on the Creation of a Free Trade Zone.” 


2. The rules for determining the country of origin of a 
commodity, taking into account the changes that have 
been made, shall be applied only for participants in the 
Agreement on the Creation of a Free Trade Zone. 


Done in the city of Moscow on 15 April 1994 in one 
authentic copy in the Russian language. The authentic 
copy shall be stored in the Archives of the Government 
of the Republic of Belarus, which will send a certified 
copy to the states that signed the present Resolution. 


Agreement on Procedure for Reexport of Goods 
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[‘‘Agreement on Reexport of Commodities and the Pro- 
cedure for Granting Permission for Reexport’’] 


The governments of the states participating in the present 
Agreement, hereinafter referred to as the Parties, 


hased on the provisions of the Agreement on Cooperation 
in the Area of Foreign Economic Activity of 15 May 1992 
and the Agreement on the Creation of an Economic 
Union of 24 September 1993, with a view to assisting one 
another in support and protection of their mutual interests 
in the area of foreign economic activity, 


have agreed to the following: 


Article 1 


The subject of the present Agreement shall be reexport of 
commodities with respect to whose shipment the Parties 
from whose customs territory these commodities origi- 
nate apply measures of tariff and/or nontariff regulation 
or grant foreign economic benefits when they are 
shipped from their customs territory. 
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Reexport of the commodities indicated in the first part 
of the present artcle shall be conducted only with the 
properly documented written permission issued by an 
authorized department of the country of origin of the 
commodities. 


The Parties shall exchange ists of commodities which 
can be re-exported only with this kind of properly 
documented written permission. 


Said Agreement shall not apply to re-exporting specific 
commodities (weapons, narcotics, medicinal prepara- 
tions, precious metals and stones, etc.) which are 
exported according to a special procedure. 


Other commodities shall be re-exported in compliar ce 
with rules generally accepted in international trade. 


Article 2 


For purposes of the present Agreement re-export shall be 
understood to mean the shipment of commodities orig- 
inating on the customs territory of one of the Parties by 
another Party outside the customs territory of the latter 
in order to ship them to a country that 1s not a party to 
the present Agreement. 


Sanctioned re-export shall be understood to mean the 
re-export of commodities with properly documented 
written permission issued by an authorized department 
of the country of origin of the commodities. 


Unsanctioned re-export shail be understood to mean 
re-exportation of commodities indicated on the lists by 
the Parties without the properly documented written 
permission issued by an authorized department of the 
country of origin of the commodities. 


The country of origin of the commodities shall be 
defined according to the Rules for Determining the 
Country of Origin of Commodities approved by the 
Resolution of the Council of Heads of States of the 
Commonwealth of Independent States of 24 September 
1993. 


Article 3 


The Parties shall not allow unsanctioned re-export. 


Article 4 
The Parties have agreed: 


when granting permission for re-export of commodities 
the authorized department of the country of origin of the 
commodities shall be guided by the existing national 
legislation and agreements on trade-econumic coopera- 
tion and trading conditions with re-exporting states as 
well as norms of international law: 


in order to obtain permission for re-export of commod- 
ities the interested economic agents shall apply to the 
authorized department of the country of origin of the 
commodities with a substantiated application for re- 
export, to which they shall append a copy of the contract 
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for the acquisition of commodities and existing condi- 
tions for the re-export transaction (the country of desti- 
nation, quantity, price, and quality of re-exported com- 
modit'.s, the basis of delivery, the delivery dates, and 
the code of the Harmonized System of Description and 
Codification of Commodities); 


the authorized department of the country of origin of the 


commodities shall within 10 days of the date of receipt of 


the application consider the request and notify the 
interested economic agents and authorized department 
of the re-exporting state of the decision that 1s adopted 
and, 1 the decision 18 positive, the conditions for re- 
export 


\s one of the conditions the country of origin of the 
commodities may demand from the economic agent that 
iS re-exportung a commitment to return to ita part but no 
more than half of the difference between the price of the 
transaction for re-exporting coinmodities and the price 


of the transaction for shipping the commodities out of 


the country of origin through transferring this difference 
in the currency of the transaction for re-export of the 
commodities into an account indicated by the autho- 
rized department of the country of orgin of the com- 
modities 


If the interested economic agent agrees to the conditions 
for re-export the authorized department of the country 
of origin of the commodities shall within two weeks issue 
him the properly documented written permission for 
re-export of commodities 


The authorized department of the country of origin of 


the commodities shal! have the right, if a positive deci- 


sion is made, to apply to the authorized department of 


the re-exporting state with a request to oversee the 
fulfillment of the re-export contract with an official 
notification that the existing conditions actually corre- 
spond to the conditions of the re-export transaction 
declared in the substantiated application of the eco- 
nomic agent 


Article 4 


The Parties have agreed that the issuance of permission 
for re-exportation may be refused if: 


information on the transaction that is known to be 
inaccurate 1s reported; 


¢ 
there 1s use of dumping prices and other elements of an 
unconscienticus trading practice which causes harm to 
the economic interests of the country of origin of the 
commodities 


there are restrictions on the part of third countries 


against bringing the corresponding commodities onto 
their customs territory. 
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Article 6 


In the case of unsanctioned re-export the country of 
origin of the commodities shall have the right to demand 
compensation for damages caused and to apply sanc- 
LIONS, 


The Parties shall contribute to the adoption of naticnal 
normative acts specifying the responsibility of economic 
agents for unsanctioned re-export. 


Article 7 


Che Parties have agreed that in the event that the volume 
of unsanctioned re-export of commodities causes eco- 
nomic harm to the country of origin of the commodities, 
the losing side can halt the delivery of these commodities 
to the state whose economic entities have allowed 
unsanctioned re-export or apply other sanctions envi- 
sioned by norms of international law. 


The burden of proof of the fact of unsanctioned re- 
export shall lie with the authorized department of the 
country of origin of the commodities. It must be sub- 
mitted to the authorized department of the re-exporting 
state necessary and sufficient evidence of violation by 
concrete economic subjects of the present Agreement. 


Article 8 


The Parties have agreed that the authorized department 
of the re-exporting state shall render assistance to the 
authorized department of the country of origin of the 
commodities in revealing cases of unsanctioned re- 
export and penalizing of economic entities that have 
committed this in compliance with its national legisla- 
tion. 


Article 9 


The Parties have agreed that any disputes or differences 
of opinion arising during the fulfillment by the Parties of 
mutual commitments under the present Agreement shall 
be resolved through consultations among representatives 
of the Parties authorized to do this. 


Article 10 


The present Agreement 1s open to be joined by any state 
of the Commonwealth of Independent States. 


Article 11 


The present Agreement shall go into force effective the 
date the copy of the third notification of the fulfillment 
by the Parties of the necessary intrastate procedures 1s 
submitted for storage. 


The Agreement has been concluded for a period of five 
years and shall be automatically extended for subsequent 
five-year periods. Any Party may terminate its partici- 
pation in the Agreement by sending an official written 
notification to the depository of its intention to with- 
draw from the Agreement six months befor. it with- 
draws. 
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Done in the city of Moscow on 15 April 1994 in one 
authentic copy in the Russian language. An authentic 
copy of the Agreement shall be stored in the Archives of 
the Government of the Republic of Belarus, which 1s the 
depository for the present Agreement, which shall send 
certified copies to the states that signed the Agreement. 


Summary Document from April Conference on 
CIS Banking Issues 

9441,0921C Moscow NEZAVISIMAYA GAZETA 
in Russian 2 Jun 94 p4 


[ Text, under the rubric “Banks,” of Summary Document 
of the International Banking Conference: “The Search 
for an Effective System of Mutual Settlement of 
Accounts | 


[Text] On 23-24 April, a banking conference devoted to 
the problem of interstate settlement of accounts within the 
CIS and the entire zone of economic influence of the 
former USSR was held near Moscow at the Bor vacation 
hotel. Among the participants of the conference “The 
Establishment and Development of an Efficient System of 
Niutual Settlement of Accounts on the Level of Central 
(National) and Commercial Banks of the States of the 
Former USSR” were: the Association of Russian Banks, 
representatives of central and commercial banks of the 
former USSR, and scientific figures. In view of the 
importance of the problem, NG [NEZAVISIMAYA 
GAZETA] is publishing the conference's summary docu- 
ment, which appeared in May, in unabridged form. 


\fter analyzing the situation which has now developed 
in the sphere of mutual settlement of accounts on the 
level of the central (national) and commercial banks of 
the states of the former USSR, the participants in the 
conference observe the following: 


1. The failure, for objective and subjective reasons, to 
preserve the common monetary system of the states of 
the former USSR resulted in those states introducing 
their own national currencies, which commercial banks 
are supposed to use in international settlement of 
accounts for the trade-economic transactions of their 
clients. 


The absence of convertibility and the “softness” of their 
currencies and the limited potential to use the national 
currencies to acquire goods resulted in the fact that 
settlement of accounts in national currencies entails 
substantial difficulties and conceals a possibility of 
material losses. 


In these conditions, settlement of accounts of Russian 
commercial structures with partners from the states of 
the former USSR has been done primarily in rubles, 
spontaneously forming a zone of use of the Russian 
ruble, which, compared with other monetary units, 1s a 
harder national currency and for many participants in 
the Eurasian market has the same significance as the 
dollar does for Russia. 
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In payment relations with non-Russian commercial 
Structures, the participants in trade-economic exchange 
with other CIS states use typically a freely convertible 
currency or the Russian ruble as the currency for settling 
accounts among themselves. 


The shortage of freely convertible currency and Russian 
rubles means that trade-economic partners try to prevent 
stoppages and the breakdown of production in their 
countries and so resort to bilateral deals based on phys- 
ical and cost indicators and the simplest forms of barter 
and clearing on the level of enterprises and banks. Those 
commercial banks which offer their clients methods of 
monetary settlement of accounts with partners in Eur- 
asian space in ‘soft’? nonconvertible currencies, 
methods which are acceptable to those clients and to 
themselves, play a positive role. Carried out without the 
support of the central (national) banks under the full 
responsibility of the commercial banks, these settle- 
ments of accounts have not yet been markedly devel- 
oped. And certain central (national) banks are not sys- 
tematizing data on commercial banks working with 
“soft” currencies and so do not always possess the 
quantitative and qualitative details which permit the 
impact of these settlements to be assessed correctly. Thus 
it does not seem possible to determine to what degree the 
system of interstate settlement of accounts affects the 
process of restoring disrupted economic ties on the 
territory of the former USSR. 


The condition of accounts on nontrade operations, espe- 
cially those related to monetary transfers of citizens’ 
capital from one state of the former USSR to another, 1s 
unsatisfactory. A considerable number of difficulties 
arise in connection with the migration of the population. 
The procedure for determining the currency exchange 
rate needed for nontrade settlement of accounts and the 
mechanism for linking nontrade turnover with trade 
turnover and for coordinating norms for citizens to carry 
cash in and out of the country are unclear. 


Many commercial banks do not deal in exchanging cash 
in “soft” currencies. 


2. A search is underway in the states of the former USSR 
for ways to establish an efficient system of mutual 
settlement of accounts in the economic space of the 
former USSR. 


Many participants in the conference drew the conclusion 
that it is important that all participants in accounts—the 
central (national) and commercial banks and _ their 
numerous clients—conduct this search along the lines of 
the Blueprint for By-stage Establishment and Develop- 
ment of an Efficient System of Mutual Settlement of 
Accounts developed by Mezhekonomsberbank [Intere- 
conomic Savings Bank], this document provides a stra- 
tegic vision of a new payments system. 


Most of the participants in the conference believe that in 
accordance with the political and economic realities 
which have become established in the states of the 
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former USSR, the new payments system may in prin- 
ciple be formed in two ways: |) by combining the 
monetary systems of the interested countries modeled on 
a new type of ruble zone, and 2) by consistently devel- 
oping setthement of accounts in the national currencies 
from simple bilateral to more complex multilateral set- 
tlement of accounts through the organization of a pay- 
ments union. In the opinion of the participants in the 
conference, ne'ther way contradicts the other. The devel- 
opment of settlement of accounts in national currencies 
is supposed to promote their mutual convertibility, 
which provides the basis for an effective payments 
system. We must develop a procedure for mutual settle- 
ment of accounts in “soft” currencies which most fully 
promotes using them under the set of rules for convert- 
ibility, providing equal opportunities for all national 
currencies to participate in this system of rules. 


Because of the different conditions which have become 
established i the CIS states, it 1s impossible to combine 
their monetary systems all at one time and include all the 
states in the unifying process right away. But in places 
where the necessary prerequisites have matured to a 
significant degree. in the interests of speeding up the 
creation of acommon economic space it seems necessary 
to support the states’ desire for unification of their 
monetary systems in a new type of ruble zone. 


In connection with this, many participants in the con- 
ference believe that the signing by the heads of govern- 
ments of Russia and Belorussia [Belarus] of the Treaty 
on Unifying the Monetary Systems of these states is 
making an important contribution to the general process 
of development of the economic integration of the CIS 
countries and serves as a manifestation of the centripetal 
tendencies which have objectively emerged on the terri- 
tory of the former USSR. 


3. After exchanging opinions, the participants in the 
conference expect that stronger cooperation between the 
central (national) banks of the interested states of the 
former USSR could help speed up the process of creation 
of an effective system of mutual settlement of accounts 
on the Eurasian market. The process of creating currency 
markets in these states, which 1s essential for establishing 
a contemporary system of mutual settlement of 
accounts, 1s occurring at different speeds. As a rule the 
currency markets are distinguished by a low volume of 
transactions and significant disproportions in supply 
and demand. The impact of the “black” market 1s 
substantial. All this impedes the development of settle- 
ment of accounts in “soft” currencies and reduces the 
economic potential of commercial banks to have a 
positive effect on the restoration of economic ties. The 
lack of coordination and reconciliation of the actions of 
the CIS states and their central (national) banks in the 
sphere of currency regulation 1s a serious obstacle. One 
of the reasons for this is the lack of a general coordi- 
nating and methodological organ. 
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Taking this into account, the participants in the confer- 
ence believe it 1s important to specially study the ques- 
tion of the wisdom of creating such an organ, for 
example one like the Standing Commission on Cur- 
rency-Financial Questions, which operated quite suc- 
cessfully in the former CEMA structure for many years 
and played a positive role in the establishment and 
development of payment-accounts relations among its 
member states. 


Within the framework of the CIS, the Currency Com- 
mittee under the Interstate Bank could perform similar 
functions, and its recommendations could be realized 
through the council of this bank. Developing a mecha- 
nism for a new payments system could be among the first 
tasks of the Currency Committee. The start of the 
activity of the Interstate Bank should be stepped up. 
Delaying its work may discredit its potential in the work 
of improving interstate settlement of accounts. 


4. In the interests of the work, increase interaction of 
central (national) banks with commercial banks in the 
sphere of organizing their currency-financial coopera- 
tion. As analysis shows, the problems of accounts settle- 
ment and payment relations are derived from the main 
problem: the mutual imbalance of commodity turnover 
of the former USSR republics, above all with Russia, 
which causes the participants in the market to have a 
great need for rubles. Inasmuch as the national curren- 
cies of the near abroad are not convertible, they fre- 
quently wind up in the accounts of enterprises in com- 
mercial banks. Russian entrepreneurs have little interest 
in settling accounts in the “‘soft’’ currencies of their 
partners, which ultimately deters settling accounts in 
them and does not promote the development of a 
mechanism for mutual convertibility of those currencies. 


A certain solution could be found if commercial banks 
were included in the activity of the Interstate Bank. As 
the process of liberalization of foreign-economic ties 
progresses, settlement of accounts on the level of com- 
mercial banks will become predominant. In these condi- 
tions it is important that commercial banks cooperate 
with central (national) banks and the Interstate Bank. 
Prominent commercial banks are prepared for such 
partnership in any form. 


5. The future of the currency-financial cooperation of the 
commercial banks of the former USSR states is seen not 
only in their participation in establishing an effective 
payments system. Commercial banks must mobilize 
their influence on the processes of normal movement of 
goods, services, labor, and capital in the space of the 
former USSR. The participants see overcoming the 
isolation and separateness of commercial banks from 
one another as the way to do this. 


6. The participants in the conference also link the 
prospects of currency cooperation with the possibility 
and need to establish close contacis with commercial 
banks of the states which were members of CEMA, in 
particular concerning the topic of joint development of a 
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mechanism for mutual settlement of accounts in 
national currencies, as well as the creation of joint banks 
when there is mutual interest. 


The readiness of commercial banks of the states of the 
former USSR to actively interact with banks of the 
countries of Central and Eastern Europe is the result of 
their desire to help restore the economic ties in this 
region which were largely destroyed. Scientific-technical 
cooperation in the area of industrial cooperation has 
virtually ceased. In trade the main type of transaction is 
barter, which does not suit entrepreneurs of any form of 
ownership now. Commercial banks consider currency 
cooperation with their partners from China and Vietnam 
promising for them; the many years of experience with 
those partners has confirmed the profitability of eco- 
nomic cooperation with them. 


7. The conference considers speeding up solving the 
problem of nontrade payments, especially monetary 
transfers of citizens of different countries, one of the 
urgent tasks. The participants in the conference are 
making a request of the Association of Savings Banks, 
the Savings Bank of Russia, the Savings Bank of the 
Republic of Belarus, Mezhekonomsberbank, and the 
specialized credit institution Western Union DP-East, 
created with the participation of Mezhekonomsberbank, 
to take the initiative to prepare the government’s pro- 
posals on a possible mechanism for transferring personal 
capital and the conditions of its operation. 


8. The conference believes that development of all forms 
of banking cooperation on all levels from the central 
(national) to commercial banks requires that the infor- 
mation vacuum be eliminated and measures be taken to 
improve the system of mutual information on the activ- 
ities of commercial and central (national) banks of the 
states of the ‘ormer USSR. 


9. Based on the fact that the economies of the states of 
the former USSR are the transitional economies from a 
planned economy to a market economy, and that many 
cadres, including bank cadres, lack the proper experience 
in managing market relations, the participants in the 
conference believe it is important to increase scientific 
support of cooperation and enrich it, above all with basic 
theoretical research. For this purpose, it is considered 
wise to prepare a fundamental! scholarly work ““Money 
and Banks in the Transitional Economy of the States of 
the Former USSR (Theory and Economic Pragmatism).”” 
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To publish it, interested banks could create a fund to 
finance research work and assign the Association of 
Russian Banks to handle it. 


Along with this, it is considered impcrtant to expand 
applied research in the area of international accounts- 
payments and currency-credit relations. The conference 
is asking the RAN [Russian Academy of Sciences] insti- 
tute of foreign-economic research, which specializes in 
problems of international relations within the CIS, to 
study its potential to regularly service the scientific needs 
of central (national) and commercial banks, together 
with other similar scientific institutions of the Common- 
wealth countries. The above-indicated fund is to be used 
to finance scientific research. 


10. Attaching exceptional importance to the systematic 
exchange of opinions on pressing problems of the inter- 
national activity of central (national) and commercial 
banks, the participants in the conference believe it 1s 
wise to conduct meetings regularly (as a rule, once a 
year), and for this purpose rename the conference the 
standing congress “Cooperation of Banks of the CIS 
States” and decide the appropriate organizational ques- 
tions on a working basis. Questions of the interaction of 
commercial banks with central (national) banks, com- 
plete development of a system of mutua! settlement of 
accounts, conduct of joint analysis of the economic 
situation and monetary-credit and currency policy, and 
changes in banking legislation can be topics of discussion 
in order to develop possible proposals for joint initia- 
tives and projects. 


[Ordinal number |1 missing in text]. The conference is 
asking the Association of Russian Banks and Mezhekon- 
omsberbank to remain the headquarters where inter- 
ested central (national) and commercial banks can send 
their ideas temporarily, until the organs of the congress 
are formed. 


12. The conference is asking the organizing committee to 
summarize the proposals and ideas suggested during the 
conference and to prepare an analytical report and send 
it to the governments and central (national) banks of the 
CIS states. 


Chairman of the conference, S. Yegorov, president of the 
Association of Russian banks: Cochairman of the confer- 
ence, V. Kolbayev, president of Mezhekonomsberbank; 
chairman of the conference organizing committee, V. 
Khorkin, member of the Mezhekonomsberbank council. 
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Crimea Seen Provoking Kiev in Conflict 
944K 13844 Moscow SEGODNYA in Russian 
31 May 94 p 10 


[Article by Aleksandr Yuryevich Grushevskty, deputy 
director of the Center for Economic and Regional 
Studies: “ ‘And Once Again the Trumpet Sounds....’”; 
subtitled “Crimean Triangle’’] 


[Text] Ukrainian airborne forces and Spetsnaz have once 
again landed on the nages of Russian newspapers, and 
Ukrainian armored transport vehicles have been 
glimpsed on the television screens. New crisis in 
southern Ukraine, new crisis in Russian-Ukrainian rela- 
tions. And no matter that the sources of the informa- 
tion—the Crimean administration and the press center 
of the Black Sea Fleet—are all too often regaling us with 
defective news, they are achieving their purposes: The 
exposures have an ind. stinct ring, and a new image of the 
enemy—a perfidious and aggressive Ukraine 
encroaching on Russian land, Russian property, and 
Russian honor and glory—is being shaped and 1s 
Strengthening. 


The psychclogical preparation of the general conscious- 
ness for the perception of such a position was manifested 
distinctly at the time o1 the recent Crimean crisis, when 
the notion that the conflict between Kiev and Simferopol 
was needed by the forces in Ukraine that, playing the 
“Crimea card,” are endeavoring to postpone the presi- 
dential elections and remain in power for as long as 
possible was prevalent in Russian public opinion. 


An effective version, but improbable, nonetheless. And 
it is not only that practically nowhere tn the post-Soviet 
world that has rejected totalitarianism does policy 
resemble a well-calculated chess match but 1s reminis- 
cent almost everywhere of the patching of holes in one 
part of a caftan by creating them in another. The 
abundance of diverse (but always most acute) problems 
and life’s ineradicabie trivia physically prevent the 
administration from switching from the level of tactical 
tasks to a higher strategic level. The disruption of the 
traditional patterns of decisionmaking and the malfunc- 
tion in the mechanisms of their realization are more 
often than not permitting the authorities merely to 
respond in haste to the rapidly changing situation. What 
time does the new elite have here for calculated multi- 
move maneuvers! And Ukraine is no exception in this 
respect. But even were this not the case and were 
Kravchuk’s team really attempting to play the “Crimea 
card,” it is hard, all the same, to agree that such a 
pragmatist as Kravchuk (and he is undoubtedly in this 
‘ategory of politicians) has deliberately moved toward 
an open conflict with Crimea for the sake of preservation 
of his power and the cohesion of his nation. Regardless 
of his personal affections, the president of Ukraine 
cannot fail to take account of the fact that Meshkov is 
today backed by a majority of the Crimean electorate 
and that the Crimean administration 1s supported by a 
significant part of the command of the Black Sea Fleet 
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and that, given certain circumstances, the entire might 
and authority of the Russian Federation could be behind 
him. With this alignment of forces, Kiev would find 
itself in an obviously losing situation in a confrontation 
with Simferopol and could not realistically hope to win a 
conflict and reia: i control of the peninsula. 


In addition, an unpleasant outcome of the Crimean crisis 
for Kiev would threaten a sharp exacerbation of the 
internal political situation. It would inevitably entail an 
increase in the influence of extremist and the radicaliza- 
tion of moderate political forces and a growth of the 
separatist mood in a number of southern and eastern 
oblasts, which 1s fraught with the danger of a split of all 
of Ukrainian society and could put to rest the very idea 
of an independent unified Ukrainian state within its 
present borders. The example of Georgia, which was 
pulled into a conflict, is all too fresh and graphic for the 
leadership of Ukraine not to draw conclusions from the 
sorry Georgian experience. And it hardly needs to be 
recalled how lamentable is the lot of the presidents of 
ruined countries—power 15 no joy to them. The risk of 
such a development of events 1s too great for Kravchuk 
to attempt to hold on to power by provoking a large-scale 
conflict in Crimea. All Kiev’s actions are, meanwhile, 
reminiscent more of attempts to curb what could be for 
itself an unpropitious development of events and to 
return processes on the peninsula to the framework of 
the Ukrainian Constitution. It 1s essential here to make 
an allowance for the fact that Ukraine has encountered a 
crisis of such a scale for the first time and that the 
machinery of state, which 1s largely in the grip of old 
ideas, was hardly prepared to respond in skilled and 
appropriate fashion to this challenge ahead of time. 


On the other hand, it has to be noted that the crisis is to 
the benefit of the forces that have come to power in 
Crimea, inasmuch as only via confrontation can they 
realize their program goals and, if not separate, then, 
availing themselves of the tension, “push” the peninsula 
as far away from Ukraine as possible. In a stable and 
calm atmosphere, however, they would hardly succeed in 
persuading the authorities of Ukraine to renounce its 
internationally recognized borders and to recognize the 
self-proclaimed republic as a full-fledged subject of inter- 
national relations. 


A particular danger for peace and security in the region 
in this connection emanates from the attempts of the 
Crimean administration to portray Ukraine in the form 
of an aggressor and to pull Russia into the conflict in 
order, ai a minimum, to conduct a further conversation 
with Kiev with Russia behind its back. The appeal of six 
weeks ago of the Office of the President of the Republic 
of Crimea to Moscow requesting that it stop a Ukrainian 
assault landing in Simferopol that was allegedly under 
way, the present appeals to the news media with reports 
of the arrival on the peninsula of appreciable contingents 
of Ukrainian national guardsmen (not confirmed. for 
that matter), the assurances of Kuznetsov, the Crimean 
minister of internal affairs, of Kiev’s intention of trans- 
porting to the peninsula overnight 60,000 Ukrainian 
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servicemen (the technical feasibility of which under the 
present conditions military experts seriously doubt), the 
disinformation concerning the Ukrainian Spetsnaz’s 
storming of the Crimean Ministry of Internal Affairs, 
and much else may be recalled here. Any rash reaction 
on the part of Russia to the calls for help coming from 
Simferopol would have irreversi ly transferred the ccn- 
flict to a new, practically uncontrollable level, which, 
thank God, did not happen 


Ihe recent crisis in Crimea has shown that a further 
escalation of tension could result in a serious regional 
contlict, in which there would be no winners. This, by all 
accounts, 18 Clearly understood in Kiev, of which the 
readiness with which the Ukrainian leadership agreed to 
negotiations with Moscow and to consultations with 
Simferopol may serve as evidence. What, then, can be 
done today for a peaceful settlement of the situation that 
has taken shape in connection with Crimea? Efforts 
should be made first and foremost to localize the conflict 
and prevent its further escalation, and Kiev’s attempts to 
resort to simple solutions and put power pressure on 1ts 
opponents would seem to be ineffective in this connec- 
tion. The result could be the direct opposite of that 
expected, especially since the Crimean administration ts 
trying to appear the victim of its “northern neighbor” as 
it is. As the experience of other conflicts on the territory 
of the former Soviet Union shows, a balanced, wait- 
and-see position and a shift of the emphases from 
ideological opposition to the economic sphere and the 
sphere of actual policy could prove more productive at 
this phase of development of the crisis situation. 


And recent information testifies that Kiev 1s opting for 
this path in relations with Simferopol. Inasmuch as the 


military are frequently an independent force 1n zones of 


ethno-political tension and conflicts, a lowering of the 
level of confrontation and the further resolution of the 
conflict will depend to a large extent on the surmounting 
of the uncertainty of the status of the units and subunits 
of the Black Sea Fleet stationed on the peninsula and tn 
the south of the Ukrainian mainland. Having agreed 
with Kazakhstan on the leasing of Baykonur and having 
found mutual understanding with Latvia on the use on 
the radar-tracking station in Skrunda, Russia simply 
cannot share the naval legacy of the | SSR with Ukraine 
by laying claim to the infrastruc.ure even in Izmail, 
which is remote from the Russian Federation. The result 
would be the spread of tension not only at the locations 
where the Black Sea Fleet is based on the peninsula, but 
also in practically all the Black Sea ports of Ukraine. I 
would like to hope that the continuation of negotiations 
on «division of the Black Sea Fleet and its infrastructure 
begun by the prime ministers of the two countries will 
reduce the danger of the involvement of regulation 
military units in the confrontation. Special attention 
should be paid simultaneously to the prevention of the 
interference in the conflict of extremist formations— 
illegal groups of militants of political movements, Cos- 
sacks, and volunteers. 
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Considering Russia’s special role in this region, 1t would 
be no great exaggeration to say that Moscow bears the 
responsibility at this time for the further development of 
events. And its mission in the localization and minimi- 
zation of the conflict could be, despite the pressure of the 
imperial opposition and despite the emotional pressure 
of Crimea, to prevent itself from becoming involved in a 
direct confrontation with Ukraine, to remain within the 
framework of international and bilateral agreements, 
and, in the event of an appeal by the interested parties. to 
make every effort for the development of dialogue 
between Simferopol and Kiev. 


Commentary on Concurrent Baltic Ties to Both 
West, Russia 


94400421A Moscow NEZAVISIMAYA GAZETA 
in Russian 8 Jun 94 p 2 


[Article by Marina Kalashnikova: “The Baltic Paradox: 
While Trying To Put an End to the Common Past, the 
Baltic Countries Are Doing All They Can for a Common 
Future with Russia”’] 


[Text] At first glance, the Baltic States can serve as a 
model of Russia’s “‘civilized divorce” from the USSR’s 
former republics. Their relations are developing based 
on the “European” (negotiation) type. The Baltic version 
seems to be the most predictable and the least disastrous. 
Cherefore, it is making it possible to delve calmly into 
the intertwining of those problems which must be solved 
by Russia and the West 1n the search for new principles 
of foreign policy and European security. 


However, as the English proverb goes, “it takes two to 
make love or war.” A divorce becomes civilized if both 
parties observe agreed-upon and generally accepted rules 
of behavior. In this sense, Russia has moved ahead much 
farther on the path to compatibility with the world 
community. It has already withdrawn or 1s withdrawing 
from the Baltic countries troops which may not be on the 
territory of another state against its will. 


In the area of economics, Russia 1s also offering the 
Baltic States good relations. Latvia has been granted 
most favored nation status. The transit of Russian 
freight and the proximity of the Russian financial market 
are ensuring, to a great extent, the prosperity of the 
former republics: Latvia 1s laying claim to the role of the 
“Baltic Switzerland,” while Estonia ts claiming that of 
the “Baltic Hong Kong.” 


Russia has even met the Baltic States halfway in moral 
questions. In particular, agreement has been expressed 
with the Latvian side in the condemnation of the 1940 
occupation and the postwar repressions. 


‘ 


Russia has covered its half of the path to a “civilized 
divorce,” having given up much and having lost much. 
The Baltic Republics have succeeded greatly in their 
economic and political “jump” toward the West: a 


program has been outlined, along with time frames. for 
their gradual integration into the European economic 
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system and their insertion into the security structures is 
also proceeding at a gradual pace. 


But the ticket to Europe has been issued to these coun- 
tries, it seems, prematurely. The Baltic States have quite 
a few unhealthy “small problems” capable of becoming 
the source of a threat to security in the post- 
confrontation era. Building up in the region 1s the 
potential for internal instability engendered by ethnic 
confrontation, political extremism, economic jerks and 
innovations, to which society 1s unable to adapt. Not 
precluded is the threat of a local military conflict. The 
“Baltic Perimeter” of Russia's borders, so safe at first 
glace, is not without danger for Europe. 


From the standpoint of culture and civilization, the 
Baltic States have always been drawn toward the West 
and and it 1s 1n this sense that their current “departure” 
has taken place. Undoubtedly, the “pieces of the histor- 
ical past” left in them (the Russian-speaking population 
and the economic and military infrastructures) and the 
geopolitical situation are still keeping them within Rus- 
sia’s gravitational field. The Baltic dualism, which, in 
individual matters, 1s changing into acute incompati- 
bility, is expanding the “dispute” area for possible colli- 
sions between Russia and the West. 


The chief danger lies in the fact that the Baltic countnes 
are rushing into Europe without being sufficiently 
“European.” First of all, they will hardly be able to fit t1e 
image of a European state by subjecting the Russian- 
speaking population to discrimination. In Latvia and 
Estonia, these people are viewed as “colonists” and have 
been deprived of citizenship or have had their civil rights 
infringed upon. The local parties’ approaches to the 
solution of this problem are often of a destructive 
nature—from proposals which bring to mind associa- 
tions with genocide and ethnic cleansing to “civilized 
segregation” in the spirit of the declarations of Estonian 
President Lennert Meri that “the rights of citizens and 
non-citizens will be protected.’ However, this assumes 
the preservation of the division of Estonia’s population 
into first-class and second-class citizens. That The Baltic 
States are not mature enough for a “civilized divorce” 
from Russia and a final “attachment” to the West is also 
becoming apparent in the territorial claims against 
Russia, which Estonia 1s raising especially importunately 
and which manifestly look like a political anachronism. 


This is the kind of ba gage the Baltic countries are 
bringing with them into a united Europe and inserting 
into its security structures, having already become asso- 
ciate members of the Western European Union and 
participants in the “Partnership for Peace” and hoping 
to find themselves in NATO in the near future. The 
independent Baltic States, it seems, do not fully realize 
the responsibility which indepence imposes on then. The 
excessive aggressiveness with which the Baltic countries 
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are trying to become members of NATO or to obtain 
guarantees of Western military assistance is threatening 
to make this region a middleman in the aggri vation of 
relations between Russia and the West. 


For the time being, Russia is bearing with restraint the 
multilateral damage which the departure of the Baltic 
republics is inflicting on it. It has been deprived of many 
bases and has lost important parts of the PRO and PVO 
[ABM and Air Defense] systems. Serious and costly 
restructuring of the entire strategic military intrastruc- 
ture of Russia’s western oblasts, which were formerly 
rear-area Oblasts and have now turned out to be forward 
area oblasts, 1s needed. The communications system 
with Kaliningrad Oblast has been undermined. 


Russia's geostrategic losses are measured not simply by 
the loss of its position in the Baltic region. Within the 
framework of NATO, a special “Baltap’’ command has 
been established, the area of responsibility of which has 
been declared to be the entire Baltic Sea, mght up to the 
Gulf of Finland and the Gulf of Bothnia. Its everyday 
tasks include the development of all types of cooperation 
in the region—between NATO and Western Europe. on 
the one hand, and the former socialist countries 
including Russia and and the Baltic States, on the other. 
However, it can take upon itself the function of protec- 
tion of the Baltic States from an aggressor—Russia, 
although, within Baltap, it is considered a highly unlikely 
one. 


By exaggerating fears about Russia's “imperial ambi- 
tions’ and hurrying too rapidly into NAT), the Baltic 
States are provoking feelings of heightened vulnerability 
in Russian military and political circles. The prospect of 
turning out to be on one of NATO’s flanks, irrespective 
of the conditions of Russia’s own participation in the 
“Partnership for Peace,’ may stimulate in them a desire 
to take preventive measures. 


We have before us the “Baltic Paradox”: while trying in 
every way possible to sever the bonds of the past, Latvia 
and Estonia are doing all they can to strengthen a 
common future with Russia. Not having solved the 
problem of citizenship and thereby leaving within them- 
selves a “Russian Enclave,” they are postponing their 
own prospects for becoming the “far abroad” and are 
preserving for Russia the right to keep them within the 
focus of its own “near” interests. The territorial claims 
and the ardor for NATO are creating the impression that 
it is advantageous for the Baltic countries to maintain a 
smoldering and controllable tension in relations with 
Russia. But it is hardly effective as a “trump card for 
bargaining” with Russia and the West. If this is a method 
of national identification, then it 1s too dangerous. In 
striving for a “civilized divorce,” the Baltic States are 
proving to be insufficiently “civilized” for it. While 
parting with Russia, the Baltic States are still not ready 
to join Europe. 
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ECONOMIC & SOCIAL AFFAIRS 


Rail Transport Information Processing Plans 
Viewed 


94409034 Moscow ZHELEZNODOROZHNYY 
TRANSPORT in Russian No 3, Mar 94 pp 2-5 


[Article by S.F. Potapchenko, director of the SET lim- 
ited-liability partnership: “Computerized Information 
Data Processing at the Service of Transport’ 


{ Text] In order to unite the railroads’ efforts to accelerate 
informatization and develop the infrastructure for comput- 
erized information data processing and the area of data 
processing services, the Association for Practical Cooper- 
ation in the Area of Establishing, Developing and Oper- 
ating Computerized Systems in Rail Transport (the SET 
Association) was established at the beginning of 1991. Its 
tasks included the practical development of long-range 
standard planning decisions for computerized systems, the 
improvement of servicing systems for computers and 
peripheral equipment, the exchange of experience in 
incorporating standard developments, and the study of the 
world’s computer market. With the assistance of the SET 
Association, the railroads received an opportunity to con- 
duct an antimonopoly policy with respect to the producers 
of computer equipment and the developers of computerized 
systems. This is being achieved by analyzing the com- 
peting proposals of computer suppliers and organizations 
of experts and alternative research and development of 
computerized system hardware. 


In 1992, the SET Association was converted into a 
limited-liability partnership called ““Contemporary Elec- 
tronic Technology in Transport” (TOO SET). A total of 
24 railroads (eight of them railroads in the countries of 
the near abroad), three scientific and engineering cen- 
ters, and three enterprises servicing computer equipment 
were among the founders. 


A general meeting of representatives from the founding 
railroads elected a Council of Empowered Delegates to 
manage TOO SET activities. Within the TOO SET 
framework, this body implements technical policy in the 
area of establishing, incorporating, and expanding com- 
puterized systems in rail transport, which the Russian 
Federation Ministry of Railways has developed. 


TOO SET functions as an independent juridical person 
with complete self-financing. The profit received from 
providing services (basically from shipments of com- 
puter equipment) is directed toward the fund for 
expanding production and the special funds formed for 
designing computer equipment for rail transport. There 
have been definite successes in this, which must be 
mentioned. 


The development of a technology for transmitting oper- 
at'o.ial information to the computer network of a line 
enterprise having remote installations, yards, stations, 
loading and unloading frontages, sections, and approach 
lines with the help of portable information recorders 
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occupies the central place. The solution of this technical 
problem will permit one to obtain not only the complete 
work technology of the stations and sections, but also the 
planned effectiveness from incorporating electronic doy 
ument turnover. TOO SET is developing a portable 
information recorder based on using the experience of 
the VNIIZhT [All-Union Scientific Research Institute of 
Railroad Transport] and the Scientific Research [nsu- 
tute for Railroad Automation. The need to supplement 
train and freight information in non-regular situations 
arises even with the availability of automatic informa- 
tion output. In addition, global automation for reading 
information is not always economically ad isable and 
requires that it be combined with less expensive tech- 
nical solutions at installations with negligible work vo! 
umes. The use of a portable information recorder w1!! 
permit one to monitor the authenticity of information 
directly when performing freight and commercial oper 
ations and to correct a mistake on the spot when nex 
sary. 


The technical specifications for the portable information 
recorder provide for connecting the device to the Trans- 
port series radio station and also to intra-station wire 


communications when possible. Standardization of! 
design, which allows for the possibility of an electric 
power source, both from the radio station. using a 
convenience outlet, and from an independent power 
source, using a plug-in unit, 1s provided for. The portable 
recorder can be used by the freight car data collector and 
inspector during the commercial inspection of th 
cars at the checking point, container site, and pern avent 
way division sections. For this, the personal computer 
for the radio channel or wire communications channel 
automatically installs the program for processing the 
information units that 1s appropriate for this opera 

in the information recorder when the user of the recorder 
plugs into the “type of information.” A 
voluminous indication area permits the portat le 
mation recorder operator to carry on a dialogue with the 
PEVM [stationary computer], recerving management 
and reference information from it in order to eliminate 
detc.ied errors. 


Ssulficrentis 
nfs 


The design of the portable information recorder permits 
one to use it under difficult climatic conditions having a 
large range of unfavorable temperatures and humidity 
the luminescent display insures operations when there 1s 
insufficient illuminaiton. At the present time. work on 
the design plans and specifications for the portable 
information recorder is being done. Trial operation and 
introduction are planned during the first quarter of 1994 
at installations of the Gorkiy Railroad. Series production 
will begin in 1994. 


The subject second in importance within TOO SE] 
plans is the development of a standard multi-task and 
multi-terminal computer complex based on the PEVM 
for the line enterprises of the railroads. This devclop- 
ment will permit one to reduce the resulting cost of one 
automated worker position (ARM) by a factor of 2.5 to 
three, in comparison with the version that embodies a 
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computer for individual use at each work position, This 
complex should be responsive to the peculiarities of the 
technical processes 1n processing train and freight infor- 
mation at stations, depots, and other line enterprises, 
and those involved in bookkeeping and accounting at the 
machine calculating stations of the railroad divisions, 
These peculiarities are characterized by standardized 
document forms, a regulated sequence of events and 
operations, and the presence of a common data base 
concentrated in one computer. Technical solutions that 
permit one to combine imported personal computers 
with domestic display stations and telecommunications 
controlled by base software that 1s a domestic product 
are being found and tested 


In order to add the multi-task and multi-terminal com- 
puter complexes to the unified ne rk for transmitting 
ASUZhT [automated control system for rail transport] 
data, the base software includes a network component 
that permits the user to describe the protocols of the 
local and global networks, within which it 1s planned to 
use these complexes 


The widespread use of these computer complexes in rail 
transport will not only permit capital investments in the 
development of automated systems to be used more 
fully. They are completely necessary to re-equip systems 
preparing data for the information and computer centers 
of the railroads, the machine calculating stations of the 
railroad divisions. and the accounting groups in the 
locomotive depots. locomotive and railcar repair plants, 
material warehouses, and worker supply departments. 
With the massive shift to personal computers, industry 
has stopped producing such data preparation systems as 
the SPD-9000 and YeS-9003 (9005). which are used a 
great deal on railroad networks but which are outdated 


When beginning the development of standard multi-task 
and multi-terminal computer complexes. TOO SET 


counted primartly on the machine calculating stations of 


the railroad divisions; however, during the work, 1n 
which specialists from the Kuybyshev and Gorkiy IVTs 
finformation and computer centers] and the MIIT 
[Moscow Ratlroad Transport Engineers Institute] 
actively participated, standardized solutions, which 
permit the computer complexes to be adapted to a whole 
number of technological processes involving the massive 
preparation of information even in other enterprises, are 
being found. At the present time, test models of mult: 
task and multi-terminal computer complexes have been 
delivered to the Kemerovo, Kuybyshev, Krasnoyarsk, 
and West Siberian Railroads 


At the initiative of TOO SET. the development of a 
standard system for automating the processes for pro- 
cessing information at freight stations is being carried 
out. The project is being worked on using share financing 
by TOO SET and the railroads. The experience from 
incorporating similar systems at freight stations and 
container sites 1s being considered during the develop- 
ment of the project. The basic difference from previously 
completed work is the completeness of the technological 
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processes and the complete inclusion of all categories of 
workers participating in the planning of freight opera- 
tions, the drawing up of transportation documents, and 
the carrying out of station accounting. In addition, the 
system provides an opportunity through automation to 
combine professions, expand service zones, and muint- 
mize the volume of information processed at work 
positions. The system provides a “friendly” interface for 
users with the computer and achieves the maximum 
clarity of the current situation at the stations. 


The .ystem 1s based on personal computers operating in 
the network multi-terminal mode. This makes for a low 
equipment cost In comparison with similar systems and 
is Oriented toward stations with a small rail car turnover 
(up to 500-600 rail cars a day). TOO SET developments 
with respect to the portable information recorder and the 
multi-terminal computer complexes will find application 
in the most concentrated form. At the present time. the 
technical specifications for a standard automated system 
and a detail design are being developed. Iniroduction 
will take place during 1994 on the Gorkiy Railroad 


Within the TOO SET framework, a commercial com- 
puter network for rail transport (SKIT) has been estab- 
lished, 1s functioning and 1s being expanded. It provides 
for compiling and allocating information on the supply 
and demand for deliveries of production items. con- 
sumer goods, and agricultural products, and for sup- 
plying various types of services and other types of 
con.mercial activity to regional centers and network 
subscriber points. 


Since the SKIT computer network 1s mated with the 
RIKO [expansion not given] network, it has available on 
a daily cycle more than 5,000 urgent requests from more 
than 60 regions of the former USSR. The SKIT com- 
puter network has nine regional centers, which are based 
on the information and computer centers of the rail- 
roads. This permits one to give supply-demand informa- 
tion to the material and technical supply and worker 
supply agencies of the railroads, and creates favorable 
conditions for their rooting in the market through the 
establishment of their own subscriber points in the 
regional stock exchanges, trading houses. brokerage 
offices, and large enterprises in the region. 


In addition, the establishment of regional SKIT centers 
on the railroads provides an opportunity to obtain 
income from subsidiary and auxiliary activity, consisting 
of information servicing of the newly established non- 
transport user subscriber points. For these purposes, 
contracts can be concluded with enterprises in the 
regions to establish and operate subscriber points in the 
SKIT network and to rent underutilized computer 
resources and communications channels. The next gen- 
eral meeting of TOO SET founders will define ways to 
expand further. 


Relying on cooperation with the railroads and scientific 
and engineering centers with respect to the development 
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and production of computer equipment and coordi- 
nating plans for the development and incorporation of 
automated systems with the Russian Federation Min- 
istry of Railways, TOO SET, besides standard work in 
the area of transport computerized information data 
processing, delivers computer equipment and accessory 
and operating materials at the requests of the railroads. 
In 1993, the volume of such equipment deliveries to the 
railroads exceeded R200 million for a products list of 
more than 40 positions. 


When organizing deliveries, the capabilities of the 
regions are considered, and special research 1s conducted 
to evaluate the reliability level of the equipment being 
acquired, prices and the conditions for warranty ser- 
vicing. The results of the cooperation with the suppliers 
and producers of computer equipment for actual trans- 
port needs are discussed during seminars of specialists 
from the information and computer centers of the rail- 
roads. Information bulletins, which help the railroads 
orient themselves in the computer market, are published 
on a regular basis. 


During the three years of the existence first of the 
association, and then of TOO SET, dependable partner 
contacts have been established with the suppliers and 
producers of computer equipment, and work has begun 
on establishing its own servicing service for the mainte- 
nance of computers. At the same time, it has failed to use 
all existing capabilities for the fuller satisfaction of the 
railroads’ requirements for computer equipment and the 
expansion of computerized systems. Several reasons are 
not permitting this work to be conducted more actively. 
First, we have still not managed to establish special 
funds in the amount required to finance standard works. 
Second, from the time of the establishment of the SET 
Association, the charter fund was not indexed, and it 
acquired a purely symbolic value with inflation. Third, 
TOO SET does not have its own material and technical 
base—production premises, equipment and transport 
for expanding its own production. That 1s why the 
increase in work volumes takes place dependent on 
financial capabilities. 


According to its status, TOO SET is related to enter- 
prises engaged in commercial activity. At the same time, 
the TOO SET general meeting of founders and the 
Council of Empowered Delegates have established a 
number of limitations on economic activity that are used 
in state enterprises. 


The production expansion fund and the special funds are 
expended for standard designing of computerized sys- 
tems for the railroads’ line enterprises. Using its own 
assets, TOO SET performs expert research, conducts 
conferences and network seminars, and publishes infor- 
mation bulletins. The mechanism for controlling TOO 
SET activity, the cooperation in carrying out the pro- 
grams on an interested and mutually beneficial basis, 
and the established mutual settlement procedure put 
POO SET completely under the control of the railroads. 
In turn, this has allowed for the avoidance of instances of 
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failure to meet obligations for a long time This has 
determined the railroads’ trust in the measures being 
conducted within the TOO SET framework 


TOO SET 1s forming special-purpose funds for carrying 
out NIOKR [research and scientific work} from its own 
production expansion fund and the payments of the 
railroads participating in the share financing on matters 
that are of interest for this or that participant. The 
scientific item that is created through this fund becomes 
the property of the participants in the share financing. 
rhe sale of the produced scientific tem to the railroad 
network is done at contract prices that support the 
planned level of profitability, including the repsacement 
of the payments of the participants in the share financing 
together with a percentage of the profit from the sale of 
the scientific item in proportion to the percentage con- 
tributed to the special-purpose fund. Under these condi- 
tions, an item that enjoys demand on the railroads 
“survives” and quickly pays for itself. It becomes eco- 
nomically beneficial for the railroads to finance such 
research and development work. 


Besides the NIOKR plan, however, the railroads’ capa- 
bilities to finance a TOO SET subject are extremels 
limited, and this slows the rate of research and develop- 
ment. If the railroads and the Russean Federation Min- 
istry of Railways, as well as the management boards of 
the railroads in the other countries of the fo.mer USSR, 
supported TOO SET initiatives more actively, everyone 
would win from this. Having extremely limited financing 
capabilities, TOO SET can select only a subject that does 
not require the investment of large assets and has an 
easily realizable technical solution and also evident 
effectiveness in its use. 


At the present time, TOO SET 1s mobilizing all tts 
existing resources so that work to incorporate new equip- 
ment on the railroads will become the basis for its 
activity during 1994. What 1s this intention built upon” 
First, on the correctness of the fundamental design 
selection, confirmed by world and domestic experience. 
Second, the confidence that transport science should not 
be locked into 1ts own research and development. TOO 
SET is involving new creative collectives, which previ- 
ously did not have any experience in participating in the 
solving of transport problems, in its subject matter. Here 
there are costs connected with the need to adapt to rail 
transport’s specific conditions. However, the novelty of 
a design solution, which 1s not connected with a certain 
stereotype of thinking, is worth this. Third, on the 
conviction that a mechanism for financing NIOKR on a 
repayable basis will find application with time and that 
the principle of cost recovery will also be expanded to 
that portion of the NIOKR subject plan controlled by the 
Russian Federation Ministry of Railways which con- 
cerns research work undertaken at the initiative of the 
railroads. Fourth, on the hope that the urgency of the 
selected subject will be evaluated at its true worth and 
attract the attention and support of the railroads 
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A similar situation 1s taking shape with the 
capital investments in the developnient of computerized 
systems. Of the assets that have been allocated by 
railroads to the acquisition of computer equipment, 
from 5 to 40 percent are being assimilated within the 
TOO SET framework. The presence of numerous 
sources for the receipt of computer equipment and, in a 
number of cases, insufficiently qualified decisions in 
selecting suppliers, accessories, and delivery conditions 
are leading to a situation where equipmert that 1s 
manufactured according to different standards and using 
a different element base ts arriving in the railroad 
system. This 1s hindering the operating process and 
causes complications when expanding computerized sys 
tems. In addition, this situation does not permit one to 
conclude long-term contracts that are beneticial in a 
commercial respect; Opportunities for selecting among 


competitive proposals of producers and suppliers of 


computer equipment are not being used: and complica- 
tions arise with the delivery and safe-keeping of the 
delivered computer equipment and with the conducting 
of reclamation work during the warranty period. 


lOO SET has definite experience in the area of deliv- 
ering personal computers, peripheral and telecommunt- 
cations equipment, and operating materials; however, 11 
does not have the capability of using it fully, due to a 
shortage of working capital. It seems that this experience 
should be used more fully. especially when the struggle 
for large buyers 1s intensifying in the world’s computer 
market. TOO SET can ensure beneficial delivery condi- 
tions—the more so since, when working with foreign 
firms, the delivery of computer equipment takes place 
according to contract prices, and TOO SET services are 
paid for in accordance with the delivery and at rates 
regulated by the Council of Empowered Delegates. 


One cannot fail to point out also the opportunities which 
TOO SET has for organizing deliveries ef computers in 
accordance with bank credits 
sartial prepayment has already been introduced in TOO 
SET. This was done considering actual conditions where 
the railroads cannot accumulate within a short time 
significant payment assets for the purchase of large 
batches of computers. Naturally, it 1s unprofitable for the 
supplying firms to import unpaid-for batches of com- 
puters at their own risk. However. it 1s necessary to fight 


for a big customer. If the goods arrive at the moment of 


final settlement, the firm takes steps to accelerate the 
delivery periods and toughens the sanctions addressed to 
the customer for the delay in payments 


Under such conditions, the requirement for bank credit 
to purchase large batches of computers 1s reduced two- 
fold. If one considers that the interest payment for 
short-term credit 1s compensated tor by losses of working 
capital from inflation, the trade discount for consoli- 
dating batches of purchased computers makes the alter- 
native of purchases for bank credit and partial prepay- 
ment profitable. With the availability of guarantors in 
the person of the railroads, the bank 1s prepared to offer 
TOO SET short-term credit. 


financing of 


Today, the practice of 
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Besides organizing deliveries of imported computer 
equipment to the railroads, TOO SET carefully studies 
the state of affairs with new works and the putting of 
domestic computer equipment into production in Russia 
and the CIS. For this purpose, cooperation with the 
Elektronmash Association, which is one of the TOO SET 
founders, 1s organized. Work is being performed with a 
whole range of scientific centers to develop computer 
equipment and with manufacturing plants. 


The railroads of neighboring states in the near abroad— 
the Southwest, Lvov, Odessa, Latvian, Transcaucasian, 
Azerbaijan, Central Asian, and Tselina—are TOO SET 
founders. Their interest in participating in TOO SET 
measures is based upon a desire to use the standard 
designs for computer. -d systems that are being used on 
Russia’s railroads. Within the framework of its activity, 
TOO SET has the capability of assisting them in this 
direction. Without having a clear branch program for 
automation, however, it does not seem possible to pro- 
pose a form of interested participation in the work to 
them and provide them with the necessary recommen- 
dations. Existing programs contain the traditional sub- 
ject matter, NIOKR amounts, and the periods for intro- 
ducing them into the leading installations, and can be 
carried out only with clear financial support. This 1s 
difficult to do under present conditions. 


The attempt to formulate its own program within the 
TOO SET framework has not been crowned with suc- 
cess. It is evident that only the Russian Federation 
Ministry of Railways can assume this work, involving 
qualified scientific collectives in the development of 
automation programs. TOO SET would like for a link 
between the level of automation, the capital investments 
to achieve the given level of automation, and the effec- 
tiveness obtained to be established as a result of this 
research. Having such recommendations, the railroads 
would be able to invest more soundly in information 
science considering the peculiarities of operating work, 
the extent of the avenues’ equipment, financial situation, 
and so on. 


A general meeting of TOO SET founders will sum up the 
work results for the first three years of activity. A third 
technical conference will also be held during the second 
half of the year. TOO SET would like the founders to 
firm up their plans for participation in TOO SET mea- 
sures during the preparations for the conference and 
provide interesting recommendations for the subject 
plan based on their experiences. TOO SET also hopes 
that the Russian Federation Ministry of Railways and 
the management boards of the railroads in neighboring 
States, on their part, will suggest ways to expand cooper- 
ation in the area of rail transport information science. 


COPYRIGHT: “Zheleznodorozhnyy transport,” 1994 
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[Text] The economic crisis is noi dying away. The mate- 
rials of Russian Goskomstat are convincing indication of 
this. At the end of May, the President of Russia passed a 
group of edicts for a true breakthrough in the critical 
Situation. 


Macroeconoinic Indicators 


The basic indicators characterizing the January-April 
1994 results are presented below: 
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Production of Gross Domestic Product 


The gross domestic product, characterizing the value 
of goods and services produced by all sectors of the 
national economy and intended for ultimate con- 
sumption, accumulation and export, in the four 


months of this year, was 142 trillion rubles [R]. 
Goods and services hold approximately equal shares 
of its volume, and about 7 percent—net (less state 
subsidies) taxes on products, and on imports to 
which added-value tax, excise and import duties 
apply. 
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The proportion of services in the structure of the GDP 
continues to increase, and the relative proportion of net 
taxes on products and imports continues to decrease. In 
the Ist quarter they constituted respectively 47.8 percent 
and 8 percent. 


On the whole for January-April of this year, the decrease 
in the gross domestic product was 17 percent. The drop 
was caused by a further cut in output, work and services 
in the physical production sectors. 


The composite price index (GDP index-deflator) in 
January-April of this year was 705 percent as compared 
to the January-April 1993 level. 


Industry 


In January-April of this year, Russian industry produced 
goods worth R77 trillion at existing prices, including 
R21 trillion worth in April. The physical production 
volume, as compared with January-April last year, 
decreased by 25.4 percent, including a 26.9 percent 
decrease in April (in January-April 1993, it decreased by 
18.6 percent, including a 16.4 percent decrease in April). 


The average daily output in April of this year, as com- 
pared with the same month last year, decreased by 25.2 
percent, and as compared with March of this year—by 
3.3 percent. 


The dynamics of industrial products output by months 
of 1992-1994 can be seen from the following graph: 


The production volume decreased to the greatest extent 
in the sectors producing primarily goods for investment 
purposes and non-food consumer goods. For example, 
while in the fuel-energy sectors the output of goods, 
during the period of the year that had elapsed, decreased 
by 11 percent, and of the food industry—by 21 percent, 
in machine building the decrease was 45 percent, in 
chemicals and petrochemicals—by 35 percent, the 
timber, woodworking and pulp-and-paper industry and 
industrial building materials—by 32 percent and in the 
light industry sector—by 39 percent. 


The number of enterprises having prolonged shutdowns 
of all or some production facilities increased. While in 
January of this year they numbered 3,800, in April there 
were over 5,000. The main reason for the shutdowns 
were difficulties in selling the products because of the 
consumers’ inability to pay. 


In January-April 1994, of the 406 most important types 
of products, recorded in urgent returns, the production 
volume, as compared with January-April 1993: 


Increased for 24 items (including iron-ore pellets, coking 
equipment, cash registers, sulfur, parquetry, ceramic 
floor tiles, cotton fabric, freezers, mayonnaise, sausage 
items, cheese and brynza [sheep-milk cheese], live ar7 
salted fish, cognac, toothpaste), or 6 percent of the total 
number; 
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Decreased for 377 items, or 93 percent of the total 
number. In this case, the output of 283 items (70 percent 
of the total number) decreased by one-fourth and over, 
among them: lubricating oil, rolled sheet metal, roll- 
formed steel, steel pipes, steam, gas and hydraulic tur- 
bines, diesels and diesel-generators, freight and pas- 
senger railcars, city telephoiie communication cables, 
meta! cutting machine tools, press-forging machines, 
trolleybuses, tractors, rolling bearings, mineral fertil- 
izers, pesticides, synthetic dyes, synthetic resins and 
plastics, chemical fibers and filaments, synthetic rub- 
bers, motor vehicle tires, lumber, wood-fiber and wood- 
chip boards, cardboard, cement, prefabricated rein- 
forced concrete structures, wall materials, asbestos 
board, asbestos, ceramic plumbing items, fabric of all 
types except cotton, hosiery items, knitted outer wear, 
garment items, footwear, sewing and washing machines, 
electric vacuum cleaners, tape recorders, radio-receiving 
devices, television sets, cereal and macaroni items. 


No computer or computer-control complexes, cutters, 
shunting or industrial diesel locomotives, scrapers or 
harvesters were produced in the elapsed period of the 
year. 


Standard of Living 


Income of the population. The monetary income of the 
population in January-April of this year amounted to 
R78 trillion and was 8.5-fold higher than in the corre- 
sponding period of 1993. 


The available monetary income (income less compulsory 
payments), based on the consumer price index, rose by 
approximately 12 percent. 


In April 1993, 26 percent of the population had average 
per capita monetary incomes of up to R10,000 a month, 
40 percent—from R10,000-R20,000, 27 percent—trom 
R20,000 to R40,000 and 7 percent—over R40,000. 


The coefficient of concentration of incomes (Dow Jones 
index) in April 1994 was 0.311 (in April 1993—0.353). 
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Distribution of Total Volume of Monetary Income by 
Population Groups (in percent) 
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The mass of monetary income of the fifth group of the 
population exceeded the mass of monetary income of the 
first group in April 1992 by a factor of 2.9, 1993—by a 
factor of 6.2 and 1994—a factor of 5. 


The change in amount of the subsistence minimum for 
the population of the Russian Federation in 1994 (deter- 
mined in accordance with the methodology of the Rus- 
sian Ministry of Labor) is shown in the following table 
(on the average—thous. rubles per month): 
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The incomes of 11 percent of the population (16 million 
persons) in April 1994 were below the subsistence min- 
imum, ircluding the incomes of 3 percent of the popu- 
lation not reaching the produce “‘basket” value, which, in 
estimating the subsistence minimum, was R45,400. 


According to the estimate, the average wage put down 
for workers, on the whole for Russia in April of this year, 
was R175,000, and rose by 6 percent as compared with 
March of this year and by a factor of 1.3 as compared 
with January. 


The monthly increase in wages in March of this year in 
the sectors of the material sphere was 15 percent, non- 
production—1!1 percent. 


The amount of social payments and benefits in March of 
this year, calculated per worker, was R14,700, and 
increased by a factor of 1.5 as compared with February. 
The highest payments of a social nature were for 
extending credit and insurance—R105,100, material- 
technical supply and sales—R47,200. At public health 
and education institutions, they were respectively 
R6,900 and R7,400, calculated per worker. 
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The consumer basket. The value of the ““basket’’ made up 
of the 19 basic food products at the end of April was 
R47,600 estimated for the month. During the month it 
rose by 7.5 percent, and since the beginning of the 
year—by 55 percent. The differentiation in the value of 
the basket for individual regions in April was 4.5-fold. 
The minimum value of the basket was recorded at 
Ulyanovsk (R28,700), and the maximum—in Magadan 
(R128,400). In Moscow and St. Petersburg, its value in 
April was respectively R52.500 and R49,800. 


Employment. The number of unemployed in the Russian 
Federation at the end of April was 4.5 million people, or 
6.0 percent of the economically active population. They 
included about 1.2 million people with the official status 
of unemployed in the state employment agencies (1.5 
percent of the economically active population). In addi- 
tion, the number of persons forced into partial work- 
week conditions and on leave without pay or with partial 
pay was estimated at 4.5 million people. 


Therefore, in April of this year, the total potential of 
unemployed was 9.0 million people (in March of this 
year—8.8 million people). 


Footnotes 


1. Data on the volume of sales of consumer goods and 
services to the population are presented on the basis of 
an expert evaluation of the volumes of sale at unregis- 
tered enterprises, and also on the basis of unorganized 
import and sale of consumer goods by private persons. 


2. April 1994. 
3. April 1994 as compared to December 1993. 
4. April 1993 (in % of April 1992). 
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[Report on the Russian Federation economic statistics, 
by Valeriy Galitskiy, Aris Zakharov, and Aleksandr 
Frenkel, the Russian State Committee on Statistics: 
“Production Output and Price Dynamics as of 17 May”] 


[Text] 


Prices for Consumer Goods and Services 


Over the period from 10 to 17 May 1994 prices for 
consumer goods and services rose ata faster rate than over 
the preceding weeks—by 2.5 percent, including for food- 
stuffs and nonfood items—by 2.3 percent, and for-fee 
services for the population—by 4.7 percent. 


The highest rate of increases in food prices were regis- 
tered in the Urals region (5.2 percent), and the lowest in 
the Northwestern and East Siberian regions (1.3 per- 
cent). Increases in prices for nonfood items ranged from 
1 percent in the Northwestern region to 2.6 percent in 
the Urals region. The cost of for-fee services for the 
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population went up by more than 5 percent in the West 
Siberian, Far Eastern, and Northwestern regions, but 
remained practically unchanged in East Siberia, 
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Indices of prices for consumer goods and services in the 
consumer market were as follows (as a percentage of the 
preceding date): 






































| 05/04 05/10 05/17 Average daily price rise 

| a 7 May April _ 
Consumer goods and services 102.2 101.6 102.5 0.28 0.30 
including | | _ - 
foodstuffs | 101.9 Te nT 0.27 0230 
nonfood items | 102.3 101 2 a 7 102.3 0.28 0.25 7 
for-fee services for the population | 103.8 101.9 104.7 0.45 1.27 
Since the beginning of the month, the current consumer Foodstuffs. 


price index measured 105.0 percent, including that for 
foodstuffs— 104.7 percent, nonfood items—105.0 percent, 
and for-fee services for the population-—108.0 percent. 


If the current rate of price increases remains at the same 
level, prices for consumer goods and ser ices in May will 
rise overall by 8-9 percent 


Over the period of 10 to 17 May, prices in organized 
and nonorganized trade rose by 1.9 percent and 4.3 
percent. 


Price changes by main categories of food products are 
shown below (as a percentage of the preceding date): 












































| lotal | Including: a 
_ | 7 in organized trade in nonorganized trade 
All food products 102.3 101.9 104.3 
pena | ao * ane 
including 
Meat and meat products | 102.3 ; 102.4 102.0 
Fish and fish products | 100.3 7 _ 100.4 96.3 
Milk and milk products | 100.9 101.1 99.5 
Eges | 99.9 —_ 99.9 100.5 
Sugar | 100.6 7 a 100.6 101.2 
Bread and bakery products 102.9 102.9 
Cereals and macaroni items | 101.7 7 | 101.7 101.7 
Vodka | 100 0 100.0 100.2 
Potatoes and vegetables 105.3 104.4 106.1 
Fruit 117.4 116.9 117.7 











In organized trade over the elapsed week fresh produce 
prices continued to rise at an anticipatory rate: cabbage 
and onions by 10-14 percent, and apples by 23 percent. 
As compared to the preceding week, prices for meat, 
bread, and bakery items rose at a perceptibly higher 
rate—2.6-4.4 percent. There was no significant change in 
prices for certain dairy products, sugar, tea, eggs, butter, 
vegetable oil, vodka, and potatoes. 


Since the beginning of the month, prices rose the most 
with respect to vegetables and fruit—by 10-26 percent. 
Since the beginning of the year. their prices increased 
2.3-fold and |.7-fold, respectively; milk prices increased 
2.1-fold, and meat prices—!.5-fold. 


Similar to organized trade, the greatest price rises in 
nonorganized trade were registered with respect to fresh 


produce. Prices for apples rose by 20.5 percent; cabbage, 
beets, and carrots—--by 10-14 percent; and onions and 
garlic—by 4-5 percent. 


Since the beginning of the month, prices for vegetables 
increased by 17 percent, and for fruit—1.4-fold; since 
the beginning of the year, these prices increased 2.7-fold 
and 2.6-fold, respectively. 


The cost of the consumer basket of 19 basic foodstuffs 
increased over the week by 3 percent and as of 17 May 
amounted to R51,100, calculated on a monthly basis. 
Since the middle of March, the price differential between 
monitored cities had been increasing gradually and mea- 
sured a factor of 4.7 on 17 May as compared to 3.6 on 15 
March of this year. The highest cost of the basket was 
registered in Magadan (R141,300) and the lowest in 
Ulyanovsk (R30,000). In terms of the cost of the con- 
sumer basket, Moscow and St. Petersburg ranked 34th 
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and 46th among 132 monitored cities (R55,400 and 
R51,500 on a monthly basis). 


Phe practice of price controls with respect to food products 
persisted in April. While there were no price controls on 
the federal level, in 104 of 132 monitored cities (100 in 
December 1993) regional administration influenced the 
process of price formation. 


At the same time, the extent to which various forms of 


price contvol were applied to the consumer market 
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varied. For instance, in the cities of the Volgo-Vyatka 
and North Caucasus regions, prices on practically all 
food staples are controlled, while in the Northern and 
Northwestern regions, price control with respect to basic 
food staples 1s limited to several cities (mainly the cities 
in Komi Republic, Cherepovets, and Pskov). 


The data on the scale of price controls with respect to 
basic food staples in December 1993-April 1994 are 
presented below: 











As % of the total number of monitored cities 
| 1993 - | 1994 
December January | February | March April 

Beef 49 53 | 46 | 45 | 15 
Bologna 48 ; 50 ; | 4| | 4) | 42 
Butter 42 38 44 42 49 
Vegetable oil 28 1) | 3 | 3? 2 
Milk | 67 ; 7 | 74 | 68 | 69 
Baby food 33 32 | 9 | 1 } 

Eggs | 4() 40 | 13 4| 42 
Sugar | 39 33 | 28 | 32 | 9 
Salt 29 27 | 0 | 28 | 28 
Flour | 3§ | 39 1) | 33 | 7 
Bread 714 | 77 | 78 | 73 | 5 





The most commonly used kind of price control 1s putting 
a limit on trade organization’s mark-up (about 50 per- 
cent of all instances of price control). In approximately 5 
percent of the cities, limits are set on profitability of food 
processing industry enterprises. Much more rarely, sub- 
sidies from local budgets were used to keep prices at a 
certain level; the practice of setting a maximum limit on 
prices 1s still used in Voronezh (meat products, butter, 
and milk) and Lipetsk (butter, eggs, and vodka). In some 
cities of Russia (Syktyvkar, Orel, Kazan, Ulyanovsk, 
Nalchik, Ufa, and Omsk) several kinds of price control 
were used simultaneously. 


By the end of April of this year, prices for products 
subject to price control and for those sold at market 
prices rose at practically the same rate. At the same time, 
the level of regulated and market prices did differ. For 
instance, regulated prices for wheat bread made from 
category I and Il flour ranged from R213 per kg in 
Ulyanovsk to R750 in Tomsk, while market prices 
ranged from R641 in Arkhangelsk to R1,274 per kg in 
Yuzhno-Sakhalinsk. With respect to milk on the con- 
trary, market prices in Ivanovo (R419 per liter) were 
lower than controlled prices in Kostroma (R484). 


Nonfood Items 


Over the period from 10 to 17 May prices for nonfood 
items rose at a moderate rate. There was practically no 
change in prices for personal and household goods or 


tobacco. At the same time, there was a considerable 
increase in prices for natural silk fabrics, synthetic deter- 
gents, wallpaper, and certain categories of medical sup- 
plies (by 4-10 percent). 


Kor-Fee Services for the Population 


Over the elapsed week, rates and fees for for-fee services 
for the population increased on average in Russia by 
almost 5 percent. There was a substantial increase in the 
cost of fares in suburban trains (by 18.2 percent) and city 
buses (by 8.6 percent); among municipal services, elec- 
tric power rates increased by 12.6 percent. The cost of 
suburban train fares in Tomsk and the cities of Nizhniy 
Novgorod Oblast increased twofold or more, and in St. 
Petersburg—fivefold. Electric power rates doubled over 
the elapsed week 1n Nizhniy Tagil, Orenburg, Syktyvkar. 
Vorkuta, Ukhta, and St. Petersburg. 


Industry. 


Over 15 days of May 1994, of 163 categories of products 
counted in periodic reports. the average daily produc- 
tion, 


as compared to the corresponding period of May 1993 


—increased with respect to 6 items, (including diesel 
generators, city telephone cables, front-wheel drive 
passenger cars, high ftat-content cheeses and feta 
cheese), or 4 percent of the total number. 
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decreased with respect to 148 ttems, or 91 percent of 
the total number, 


as compared to the corresponding period of April 1994: 


inoreased with respect to 37 items, (among them ol, 
including gas condensate, automotive gasoline, iron 
ore, pig tron, coke, caustic soda, synthetic ammonia, 
potassium fertilizer, polyvynilchloride resin, drop 
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cranes, trolley buses, grain harvesting combines, card 
board, motorcycles, commercial edible fish products, 
butter, canned milk products, confectionery items 
and salt), or 19 percent of the total number: 


—decreased with respect to 123 tems, or 76 percent of 
the total number, 


Phe output of main categories of industrial products 





forges, traveling electric cranes and self-propelled over 15 days of May 1994 1s shown below 
| Produced over 1§ | As % of the corresponding period of (in terms 
| days of May 1994 | of average daily production) 
f 
f 
| May 1993 | April 1994 
t t 
Hlectnic power —billlon kW/hr 9 5 | 93 x, 
+ { ' 
Oulo including gas condensate, million tonnes | 11.9 KS \( 
' t 
Natural 5 billion cube meters 4.2 96 )| 
} ' 
( ' itty tonne | k 3 | K] | y 
Stee yyalie if | } | Q | UK 
binished 1 d metal, including semi-finished product for export—muilhon 1.4 ) Tr 
| | 
St pe. thousand tonnes | O&,7 | Ww) () 
t ‘ 
J { machimery, unite | 23 1X ® 
; ‘ 
Metal-cutting machine tools, units 60) 1 S¢ 
| } 
; | 
| ' ars, thousand units 1.5 | H& 4 
t 
Tract tn San init 129 | 13 Kf) 
> + ‘ 
(hems filament and fiber, thousand tonnes 59 | 4() K4 
Mineral ferty calculated as LOO-percent nutrients), thousand tonnes | 432 () 9? 
| | 
Automot for agricultural vehicles, motorcycles, and motorollers, 194 | 18 +] 
ry)! run 
+ } } 
nt ial timber, million cubic meters 1.3 64 
| } 
Lumb sand cubic meters | 2%6 60) RS 
' j 
Pay thousand tonne: 83.7 y4 8S 
} 
‘ | ; 
Cement. million tonnes 1.2 | 63 Q] 
} } } 
Loot slat hon standard tiles 17.1 | 14 47 
+ } 
1 | : | 
onstruction brick, million units of standard brick | 208 | 52 4 
} } 
R viled roofing and insulation materials, million square meters 14.6 | 0) 9] 
; 
habrics, total, million square meters 32.9 38 44 
} } } 
Hosiery, million pairs §.9 48 6§ 
+ } ; 
Knitwear, million units | 2.6 | 43 J 
4 ; 
Footwe million part | 13 6 RD 
+ + 
lelevision sets, thousand units | 20.4 4 1 
Radio receiving devices, thousand units 6.5 14 1) 
} t ; 
Refrigerators and freezers, thousand units 44.4 | 43 (4 
+ ; 
Electr cuum cleaners, thousand units 16.6 | 27 | 
} } 
Washing machines, thousand units | 22.8 D¢ 17 
} } \ 
Meat, including byproducts, category I, total, thousand tonnes 43.5 | 0) ) 
t | / 
Whole-milk products, recalculated as milk, total, thousand tonnes 240) | > 
} } i 
Butter, total, thousand tonnes 15.6 65 118 
; + 
mulat igar, total, including from customer-supplied material—thou- | 18.9 18 19 
anal ft 
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Over the elapsed period of May 1994, there has been no 
production of forge presses v'th a numeric program con- 
trol, processing centers, b ‘rs, automotive graders, 
tower cranes with the li cay city of eight or more 
tonnes, truck trailers and semi-trailers, tractor hitches, 
passenger railcars, and magnetic tape. 


Ihe Agro-Industrial Complex 


By the middle of May, in the country as a whole, 
spring crops were planted on 29.6 million hectares, 
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including 10.4 millon hectares over the past week, 
Ihe lag as compared to proceeding years so far 
persists. Last year by this time spring crops were 
planted on 32,7 million hectares, and in 1992—38. | 
million hectares. 


Ihe progress of the spring planting campaign at agricul- 
tural enterprises as of 16 May ts charac- terized by 
the following data (in thousands hectares): 





| 1992 | 1993 | 1994 1994 as % of 1993 
+ ‘ ; 
\ll spring crops, million hectares | 8 | 32 29.6 9] 
} } 
| ] | 
of that | 
+ } + ; 
Grain and legume crops (without corn), million hectares | 23 | 1.1 8 99 
; ; } 
Corn—total 3,924 | ) 84] 1.54 54 
; , T ; 
iuding for grain 631) $75 449 5 
+ ; ; j 
Sugar beet (industrial) 1,285 1.12 916 & | 
+ + ; + 
Long-fiber flax 207 ae ) 18 
+ { ; ; 
Sunflower for seed 2.36 | ORI 1.745 KR 
} } } 
Potatoes | 436 | 349 14] 38 
t + + { 
Vegetables 172 13 104 RC) 
| + + , 
Annual grasses, million hectares | 4 1.5 (0) | R® 





[he data 1s available now on the extent of ruin of winter 
crops sown for the current year harvest. As of 16 May of 
this year winter crops at Russian Federation farms were 
ruined on 2.9 million hectares (19 percent of the total 
area sown), including grain crops—2.8 million hectares 
(20 percent). Last year winter crops were ruined on 1,7 
million hectares (8 percent). 


The remaining 1994 harvest winter grain crop area at 
agricultural enterprises comprises about 12 million hect- 
ares as compared to 15 million hectares sown for last 
vear § harvest. 


rhe total area of grain crops sown, counting the sur- 
viving winter crops, 1s smaller by approximately 4 mil- 
lion hectares (11 percent) than that as of the same date a 
year ago 


Spring planting is almost completed on the territories of 
the Central Chernozem region, Krasnodar and Stavropol 
Krays, Rostov, Orel, Tula, Volgograd, Penza, and Uly- 
anovsk Oblasts, Mordovia, and Tatarstan, where spring 
grain planting areas exceed those of last year. 


Spring grain crops were planted on a substantially 
smaller area in Kirov, Nizhniy Novgorod, and Saratov 
Oblast, and the Republic of Mari El (by 20-40 percent); 
the same 1s also true of winter grain crops planted here 
last fall 


Construction 


In keeping with the federal investment program, in the 
current year it 1s envisaged to commission 128 facilities 
financed from the budget. and 332 facilities financed by 
credit investment resources. By and large, the developers 
plan to commission the facilities in the fourth quarter 
(96 percent). 


The utilized volume of capital investment in budget- 
financed facilities amounted to R114 billion, with the 
annual limit of R772 billion as set by the Russian 
Ministry of Economics, and those financed through 
credit resources—R256 billion and R872 billion, respec- 
tively. No construction was under way at one 1n six 
facilities in January-February of this year. 


The progress of construction work on the facilities in the 
federal 1994 start-up program by national-economic 
complex 1s characterized by the following data (units): 
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budget means 


At objects financed through: 


credit resources 





planned tobe | 


commissioned 
this year 


commissioned 
(including com 
missioned in 


eee SS 


part 
; ; 
Fotal for Russia | 128 | l 
| 
including by economic complex 
' Y 
bFuecl and energy 22 
= 
Machine-building ) } 
; ? t 
Metallurgical | 
; ; | 
Chenncal and timber ) | | 
t 
( \ wt | 
, . 
fran ortation and com 26 | 


MuUnCaLIONS 














capital invest planned to be commissioned capital invest 
ment utilized, commissioned (including com ment utilized, 
billions of this year missioned in billions of 
rubles part rubles 
114.3 322 2 256.4 
] 

43.3 21 §9 4 

18.9 | 67 §9.? 

0.4 | $2 | | 60.8 

16.1 | A 48.9 

S4 | 22.7 

14.5 x | 0.6 








Past-Due Back Pay Liabilities 


Ihe number of enterprises having habilities with respect 
to back pay and other labor remuneration-related pay- 
outs dropped somewhat in the beginning of May as 
compared to the beginning of April; the ratio of past-due 


ha ilities in relation to enterprises’ payroll also dropped. 
In absolute terms, past-due back pay liabilities increased 
insignificantly over April. 

The cata on the number of enterprises having past-due 


back pay liabilities and the volume of liabilities are 
represented in the following table: 





As of 04/01/94 


———E 


As of 05/01/94 | 05/01/94 as % of 04/ | For reference: as of 








01/94 05/01/93 
Numb f enterprises with back-pay and 32.2 10.3 94 10.9 
ther pay-out lrabilities—total, thousands 
| } 
) { 6.9 | 6.6 96 42 
+ - T - —- 
| 6.2 | 5.9 97 2.4 
| 
) agricultu | 19.4 | 17.8 93 | 5.3 
+ —— . . . 
Volu f past due back pay and other pay- | 2,341.5 2,435.0 104 51.4 
ut lrabilities to enterprise employees—total, | | 
b iT ‘fr ible S | 
} + : . _ 
: | | | 
i ] 
| 3 55 | 107 7 5 
indus 130th. 1,405.5 0) 2 
a bint ae | 
y construction | 414.) 459.1] 11 11.3 
vericultu 616.3 ! 570.4 93 12.7 
} a “ _ 
Past-due back pay and other pay-out habilt- 130.1 121.9 $2.2 
ties aS a percentage of total payroll calcu 
{for the month at enterprises having 
ich habilities—total 
4 4 4 
di | | 
| , 
mt 108 112.9 46.1 | 
4 : . . — . ~ 
in construction 145.5 107.5 61.4 | 
> + _ 
in agriculture | 199.5 175.0 61.5 | 











The bulk of past-due back pay liabilities was owed by 
state-owned enterprises and organizations—41 percent, 
mixed ownership (without foreign participation)—32 
percent, and privately-owned—32 percent; enterprises 
ind organizations in municipal ownership and those 
public associations and organizations 
accounted for less than | percent of it. 


owned hy 


A considerable part of past-due back pay liabilities 
was owed by enterprises in machine-building and 
metalworking (30 percent of the total volume of 
liabilities owed in industry), fuels (24 percent), 


timber, woodworking, and pulp and paper industries 
(11 percent), and in ferrous metallurgy (8 percent). 
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Back pay owed for more than one month as of | May 
1994 in all three economic sectors amounted to R1.1015 
trillion, or 45 percent of all back pay liability, including 
in industry —R 546.6 billion (39 percent), construction— 
R212.7 (46 percent), and agriculture—R342.2 billion 
(60 percent). 





Ihe main cause of past-due beck pay and other pay-out 
liabilities is insufficient funds, or lack thereof, in oper- 
ating accounts of enterprises and organizations. The 
greatest amounts not paid out in time have been regis- 
tered at enterprises and organizations in industry, con- 
struction, and agriculture in Tyumen Oblast (R252.5 
billion), Krasnoyarsk Kray (R118.9 percent), Kemerovo 
Oblast (R113.9 billion), Chelyabinsk Oblast (R99.6 bil- 
lion), Republics of Tataria (R88.3 billion) and Bashkiria 
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(R66.4 billion), Altay Kray (R54.5 billion), Rostov 
Oblast (R50.2 billion), and the Komi Republic (R49.5 
billion). 


Fulfillment of Inter-Government Agreement With CIS 
Countries 


Russia’s foreign trade turnover with CIS countries in the 
first quarter of the current year amounted to an esti- 
mated R6.8 trillion (in current prices). Exports 
accounted for R4.2 trillion, or 62 percent of the goods 
turnover (63 percent in the first quarter of 1993), and 
imports—R 2.6 trillion, or 38 percent (37 percent). 


The volume of shipments of most important categories 
of producer goods from Russia under inter-government 
agreements in the first quarter of 1994 was as follows: 








Delivered As % of fulfillment of annual As % of the first quarter of 
inter-government agreements 1993 
: _ a iti Soe _ 
Finished rolled ferrous metals, thousand 98 12 25 
tonnes 
. . J = aeieneeeenieine 
Stee! pipe, thousand tonnes 17 6.7 | >I 
Polyethylene, thousand tonnes 9.2 54 46 
Caustic soda, 100-percent, thousand tonnes 15 10 57 
\. —_ — 
Synthetic rubber, thousand tonnes | 21 40) 29 
: eee _| a _ 
Commercial timber, thousand cubic meters 186 6.3 44 
Lumber, thousand cubic meters 110 98 39 











Phe main consumers of mateiial resources are Ukraine, 
Belarus, and Kazakhstan, which account for 86 percent 
of the total rolled ferrous metal delivered to CIS coun- 
iries, 64 percent of steel pipe, 76 percent of commercial 
wood, and 56 percent of lumber. 


Deliveries of certain goods to the Russian market in the 
first quarter of 1994 are characterized by the following 
data: 





Received As % of fulfillment of annual | As % of the first quarter of 
inter-government agreements | 1993 
Meat and meat products recalculated as 17.6 12 47 
meat, thousand tonnes | 
——— 4 $$$ ___—__—— - ——- -— ——— + — $$$. 
Milk and milk products recalculated as milk, 35.9 14 | 49 
thousand tonnes 
—_ — —_ a -— - a . t en — 
Hosiery, million pairs 1.4 12 | 116 
(arpeting and rugs, thousand square meters 153.4 153 | 0.1 











In the first quarter of this year, Ukraine delivered 8 
percent of the annual agreed-upon volume of meat and 
meat products: Belarus—31 percent of meat and meat 
products, and 14 percent of milk and milk products; and 
Kazakhstan—2 percent of meat and meat products. 


In 1994, in keeping with inter-government agreements, 
in the category of consumer goods Russia is to deliver 
only household and facial soap and synthetic detergents. 
In the first quarter of this year, their deliveries to CIS 
countries comprised | percent, 2 percent, and 25 per- 
cent, respectively, of the total agreed-upon volume for 
the year 


This report was prepared on the basis of materials of the 
Russian State Committee on Statistics. 


Yeltsin Speaks to Intelligence Service 
944F0816A Moscow KURANTY in Russian 13 May 94 
p4 


[Article by Maksim Polinin: ‘Yeltsin's Excursion into 
Intelligence’ 


[Text] It is claimed that nothing like this ever happened 
before in the history of Russia and the USSR. For the first 
time, the head of state visited the headquarters of the 
Russian Federation's Foreign Intelligence Service. He 
gave a 30-minute speech to the operational staff, and he 
spent more than two hours in a circle of the service's 
managerial personnel. The KURANTY editorial staff 
learned about some of the details of this meeting and the 








RTT) RUSSIA 


impressions and opinions of its eyewitnesses. On the 
whole, the experts give a very high evaluation to Yeltsin's 
excursion into intelligence. 


However, to make the picture complete and to realize the 
importance of this meeting, we will look back two and a 
half years ago. Iron Feliks did not last on what seemed to 
be his permanent pedestal. He crashed to the ground tn 
such a way that the subunits of the once monolithic KGB 
went flying in various directions. The elite intelligence 
service—the First Main Directorate—which was called 
on to resolve extremely important tasks, mainly abroad, 
was also knocked out of it. A serious reform of the 
special institution was started—it began to be called the 
Central Intelligence Service when the Soviet Union was 
still in existence. The Gorbachev-Yeltsin dyarchy gener- 
ated the idea of creating “an original Russian” intelli- 
gence service under the conventional designation “Fed- 
eral Security Agency.” Specialists note that the period of 
time from Putsch No. | to the Belovezha Agreement ts 
marked by black days on the calendar of the country’s 
intelligence service. The operational staff basically 
remained silent, although it can be imagined what went 
on in the heads of the employees. Many could not take 
it—they went into civilian work. But, in one way or 
another, a nucleus of professionals was preserved none- 
theless. They were all assembled under the abbreviation 
FIS [Foreign Intelligence Service] and were told: “Get 
down to work.” However, doubts among the workers 
remained—what did the high leadership of the country 
have in mind for them? Moreover, these doubts were 
somehow stirred up little by little both at home and 
abroad. 


Bayonets in the Ground? It was said “Get down to work.” 
But how? All of the foreign political guidelines were 
disrupted, there were no enemies, including the principal 
one, which was presumed to be the United States. The 
‘“fraternization” of Moscow with Washington led to a 
sharp drop in Russian intelligence activity not only in 
the United States, but also in practically all of the 
countries of the world. The financial squeeze forced the 
FIS to reduce to a minimum the level of work in Africa, 
Asia, and Latin America. There were persistent rumors 
that the Americans are insolently pressuring the Russian 
leadership with respect to a reduction in intelligence 
functions of the FIS against them, but R. Gates, director 
of the CIA at that time, bluntly told his Russian col- 
league, Ye. Primakov, of the need to veto agent and 
operational work of the Russian intelligence service on 
U.S. territory. 


In assessing those “cursed days,” professionals recog- 
nized that the lack of demand for intelligence was very 
clearly felt then, and this brought on gloomy predictions 
regarding its future. Approximately the same mood 
prevailed among employees of the Russian intelligence 
service nght up until Yeltsin’s visit. 


The Paralysis !s Being Abolished. And so, on the sunny 
day of 28 April, a presidential motorcade drove up to the 
FIS headquarters—a complex of buildings whose main 


FBIS-USR-94-066 
21 June 1994 


building resembles the NATO citadel in Brussels. The 
800-seat hall is over filled, although the operational 
personnel who remained in their offices were not 
deprived of the opportunity to hear the president on a 
local radio relay. 


According to the testimony of eyewitnesses, Yeltsin, 
dressed in a perfectly tailored blue suit, headed for the 
rostrum without hurrying. Thousands of eyes gazed 
intently at the powerful figure of the president in the 
expectation—whai has the eminent guest brought with 
him? 


The tension in the hall was replaced by goodwill and 
approval from sentence to sentence. In the middle of the 
speech, the attendees, with an expression of pleasant 
surprise on their faces, listened to the speaker and agreed 
with him in a majority of cases. ““You know better than 
1 that there are forces abroad that would like to keep 
Russia in the condition of a manageable paralytic.” 
Yeltsin said. “But | am convinced that only a powerful, 
democratic, and prosperous Russian state will become a 
factor in acquiring new prospects peacefully. It is our 
common task to make Russia such a state.” 


Diversity of Opinions. One common positive moment 
exists in the rather broad range of evaluations of 
Yeltsin's speech among intelligence employees: The 
president for the first time openly recognized the impor- 
tance and necessity for such a specific service as the FIS. 
His speech can in iull measure be called conceptual. 
Yeltsin demonstrated real knowledge of the subject, and 
he assessed the functions of the intelligence service and 
the quality of its information very highly. 


Global problems facing the country were publicly tied in 
with the tasks of intelligence for the first time. The 
importance of such a statement of the question was that 
the president, in a rather tough form, made clear the 
need to receive valuable, timely, warning intelligence 
information. “I expect that in the future your opera- 
tional information, analytical conclusions, and recom- 
mendations will receive only good marks... We expect 
intelligence data from the FIS that are necessary for 
making fundamental state decisions on questions of 
Russia's foreign and domestic policy, the conduct of our 
economic policy, and the support of scientific-technical 
progress.” (From B. Yeltsin’s speeca of 28 April in the 
FIS.) 


At the same time, although encouraging statements were 
made and firm guarantees were given of the ‘necessary 
concern for each intelligence officer,’ no one will say 
now how all of this in fact will be implemented. Some 
specialists think that the train has already left—the 
outflow of qualified personnel from the intelligence 
service has assumed an irreversible character, and many 
of the functional directorates of the service have been 
bled white. But, to continue to keep intelligence on a 
financial hunger ration is equivalent to transforming it 
into something of a toothless department. It 1s not 
accidental, after all, that CIA patriarch Allen Dulles in 
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his work “The Craft of Intelligence” wrote that a poor 
intelligence service cannot achieve hoped for results. 


lt is also not entirely clear to professionals how tt 1s 
possible to fulfill the task assigned by the president to 
systematically keep abreast of the situation along the 
entire perimeter of the Russian borders with neighboring 
countries. The fact 1s that Moscow has signed numerous 
treaties with a majority of the now independent states 
sur ounding Russia about not conducting intelligence 
act. ities against each other. 


Yeltsin talked about the legal basis for the FIS, but 
experts emphasize that the Law of the Russian Federa- 
tion on Foreign Intelligence, under which the signature 
of a “nonpolitician,” Khasbulatov, still stands, requires 
significant revision. For example, Article 9 of this act 
concerning contacts of the FIS organs with the Russian 
public became outdated a long time ago. 


Diverting Parallels. But what about our overseas friends- 
rivals? Judging by everything, they did not like the fact 
that their recommendations on stopping all Russian 
intelligence activity on U.S. territory were not heeded in 
Moscow. Then the Ames case came to light, which 
seemed to form Washington's position on this score: 
They said, we seemed to have come to an agreement, but 
you, so-and-sos, are recruiting CIA employees. 


In the meantime, there was no mention on the part of the 
United States about any reduction in the work of the 
American intelligence services against Russia. The U.S. 
President regularly visits Langley, and not just once a 
year, in order to give his blessing to the intelligence 
activity of CIA agents. Here 1s what he said, for example, 
during his last visit to CIA headquarters on 4 January of 
this year: “The conclusion of the Cold War has strength- 
ened the security of the United States, but, after all, 1t 1s 
precisely intelligence, acting in very different ways, that 
helped gain victory in this confrontation.” But what 
follows further 1s a quotation from Yeltsin’s speech, and 
compare: “The period of global confrontation in inter- 
national politics has ended, but its inertia is strong 
today. The Cold ‘Var has turned into a scattering of hot 
and smoldering conflicts... Military force factors can 
once again be activated at any moment.” Curious coin- 
cidences in the views on what 1s occurring, 1s 1t not true? 


And again Clinton: “But today’s renewed peace also 
remains full of dangers and, judging by many events, it 1s 
becoming even more complicated and difficult to cor- 
rectly understand the processes that are occurring.” He 1s 
seconded by Yeltsin: “I understand very well that, per- 
haps, there has not been a more difficult period for the 
FIS than the present one. And this is determined most of 
all by the present international situation. Its main fea- 
ture 1s the large scale and the high speed of changes that 
continuously further complicate an already complicated 
world.” 


These theses were pronounced at different times by the 
leaders of different countries, but their thoughts are 
absolutely identical. Somebody, probably, can reproach 
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Yeltsin for plagiarism (he made his speech almost five 
months later than Clinton). But it is exactly this kind of 
plagiarism, it seems, that the FIS employees expected 
from the Russian president—there ts a desire, at least in 
words, to be on an equal footing with colleagues from the 
CIA. 


Labor Minister Melikyan on Subsistence Means 
for Consumer Needs 


9441-0900A Moscow OBSHCHAYA GAZETA 
in Russian 27 May 94 p8 


[Interview with Russian Federation Minister of Labor 
Gennadiy Georgiyevich Melikyan, by OBSHCHAYA 
GAZETA commentator Aleksandr Protsenko; place and 
date not given: ““No One Wants To Soak a Natural 
Person” ] 


[Text] Last week, Russian Labor Minister Gennadiy 
Melikyan reported: The ministry has prepared a draft of 
the presidential edict “On the Regulation of Assets 
Directed Toward Consumption.” This news provoked 
hostile responses in Moscow's political and parapolitical 
circles. The market liberals were startled: All the same, 
the government intends to carry out its long-standing 
threats to “freeze wages,” ignoring the natural right of the 
workers to “earn according to their abilities.” The oppo- 
nents of the ultra-liberals, the proponents of state “regu- 
lation of consumption,” on the other hand, consider the 
measures promised by the edict to be cunning, the latest 
proof of the fact that the state is persistently deviating 
from its sacred duty to regulate social relations. 


According to the official version, the future edict realizes 
one of the points of the president's message to the 
parliament, as well as the state program approved at the 
end of April in the area of social policy. This does not 
preclude the fact, however, that this document has been 
called upon to play another role: to postpone a long- 
overdue decision. The technology of this matter is simple: 
A deliberately unacceptable circular is prepared, its con- 
tent becomes public property, and a negative “public 
reaction” follows, after which the unapproved circular is 
filed away in the folder for the unpublished and the 
forgotten, while the authorities find the moral right to 
“postpone the matter” until better times. 


This version has already been partially confirmed: On 
Monday, the edict “On the Regulation...” was, among 
others, submitted for approval to Yeltsin and, in contrast 
to the other six edicts, was not signed. As to why the 
authorities have been compelled periodically to turn to the 
problem of control over incomes and why this always 
comes to naught, the reader can judge, based on the 
conversation between OBSHCHAYA GAZETA commen- 
tator Aleksandr Protsenko and Russian Federation Mlin- 
ister of Labor Gennadiy Melikyan. 


[Protsenko] Gennadiy Georgiyevich, the most graphic 
result of the state’s noninterference in social processes 1s 
the staggering and simply insane differentiation of the 
incomes of the populace. As far as I know, the difference 
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in the earnings of the most highly paid 10 percent of the 
Russian citizens and the lowest-paid 10 percent has 
reached a factor of 27. 


{Melikyan] It has already passed 30. According to this 
indicator, we have “surpassed” the civilized countries 
and have come much closer to the Third World. But after 
all, we are a country of extremes! It 1s true that it 1s not 
necessary to think that the situation differs greatly from 
the period of the “heyday of stagnation.” Although then 
the diflerence in the wages of a party oblast committee 
secretary or the manager of a large plant and those of, for 
example, a cleaning lady was only a factor of four or five, 
the difference in incomes was not less than currently. It 
is just that all this was due to things other than wages. 


Today there are more rich people, and this is noticeable. 
But we cannot get away from an increase in the differ- 
entiation of incomes—especially during the period of the 
initial accumulation of capital. This 1s an inevitable and 
objective process, although I agree that it 1s proceeding 
too rapidly, which ts intensifying social tension. Our 
country is accustomed to life under wage leveling, but 
here we have this colossal difference. And it frequently 
bears no relationship to the amount and quality of the 
labor expended 


Currently in Russia, 40 percent of the children are living 
in families with incomes below the subsistence min- 
imum. Asarule. these are young families—the backbone 
of the state. They are supposed to support themselves 
and their children, yet it 1s through their labor that the 
country 18 supporting the pensioners 


[Protsenko] Add the fact that these people are supposed 
to be the basic customers in our stores, and their rubles 
are supposed to stimulate the production of domestic 
goods. But in our country. to put it crudely, the populace 
is dividing into two classes: the poor, who buy nothing, 
and the rich. who buy only imported goods. As a result, 
domestic production 1s losing sales, while its workers 
continue to live in poverty. Is this a closed circle? 


[Melikyan] This 1s all true. This also testifies to the fact 
that the state 1s not performing its regulatory function— 
it is supposed to limit the excessive incomes of a monop- 
olist producer and to support the workers of enterprises 
of promising sectors and the budget-controlled sphere. 
But to support them not by handing out subsidies, but 
rather by establishing a normal wage. Indeed, currently 
in a number of sectors, and first and foremost in the 
budget-controlled ones, wages have been artificially 
understated. If a family consisting of two workers and 
two children cannot support itself and turns out to be 
below the poverty line, this 1s proof of an absolutely 
incorrect wage system 


[Protsenko] Which is supposed to change now that the 
prime minister has finally signed the decree on the 
governmental program in the area of social policy. 
Incidentally, at the presidium’s meeting on this matter, 
you were the main speaker. What can we expect? 
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[Melikyan] In the area of the regulation of incomes, there 
are a few changes—if you talk about the number of 1tems 
introduced into the program. There ts the indexing of the 
guaranteed minimum incomes in connection with an 
increase in prices and, first and foremost, an increase in 
the minimum wage. There is the change in the system for 
figuring the wages for the managers of state enterprises 
(and enterprises where the state has the controlling block 
of shares). And finally, there is the improvement of the 
system for taxing individual incomes. There are several 
more items, but these are the main ones. 


[Protsenko} Fine, let us talk about the main ones—for 
example, about the minimum wage. Your predecessor in 
the labor minister's post and now your curator with the 
rank of deputy prime minister, Aleksandr Nikolayevich 
Shokhin, moaned back in November of 1990 that the 
minimum wage was less than the subsistence minimum 
by at least a third. Today it amounts to approximately 20 
percent of the subsistence minimum. How jis it possible 
to pay a person, quite legally, an amount on which it is 
impossible to exist? 


[Melikyan] Well, actually, no one 1s being paid this 
minimum, and it 1s more for calculation purposes 
proceeding based on it, wages are calculated according to 
a wage scale in the budget-controlled sphere. It is true 
that, according to the statistical data, in public education 
1.2 percent are being paid according to the second 
category, but this is only 30 percent more than the 
minimum. But for this money, people are working a 
partial work day and holding down jobs, as a rule. in 
several places. Usually they are pensioners. There 1s 
unfortunately, one more use of the minimum wage—1t 1s 
paid to people who are sent on forced leaves if an 
enterprise 1s on the brink of bankruptcy 


[Protsenko] This seems familiar to us: “They pretend to 
pay us, and we pretend to work.” Payment of the 
minimum wage to people on forced leaves helps the 
managers, under whose leadership the enterprises were 
brought to the point of bankruptcy, to survive. docs 11 
not? 


[Melikyan] Theoretically, this 1s all true, but in prac- 
tice.... In our country, we are used to the fact that wage: 
perform not so much a stimulating role as the function of 
social security. Do you want to break down this system? 
Fine, let us raise the minimum wage. for example. sixfold 
and let the plant manager decide if he can pay these 
wages to the people or if he needs to fire a third of the 
workers. Is there any guarantee that a social explosion 
will not occur at the enterprise and in the city where a 
mass of unemployed people appears? 


Of course, the minimum wage should be as close as 
possible to the subsistence minimum and, in the pro- 
gram adopted by the government, provision has been 
made for raising it, but—gradually. Remember: In order 
to give to one, it 1s necessary to take from another! 


[Protsenko] But ts it not impossible to take from those 
managers who have no money for workers’ wages. but 
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whose own salaries are figured in “lemons” [millions]? 
incidentally, such information appeared in the press 
about the general manager of the ZIL plant [motor 
vehicle plant imeni Lenin], is this true? 


{Melikyan] | do not know how it was with Brakov, but 
there have actually been and still are instances when the 
workers are paid R80,000-R 100,000, while the manager 
and his closest circle are paid millions. At the end of last 
year, many executives awarded themselves and their 
retinues completely outrageous bonuses! Proceeding on 
the basis of this “experience,” we prepared proposals for 
regulating the executives’ wages—they also went into the 
governmental program. Now, based on a contract with 
the state, a firm salary will be set for a manager in 
relation to the type of production and the type of 
collective he manages. And an executive can receive a 
salary supplement only in an instance when the enter- 
prise has derived a substantial profit. The higher the 
profit, the higher the supplement. At the same time, an 
item has been inserted into the governmental program 
about strengthening control over the distribution of 
funds for consumption—so that capital stock will not be 
eaten up. At the same time, we proposed one more 
measure—a temporary one which would permit 
restraining an increase in the wage fund at enterprises 
where the wages already exceed significantly the average 
for the sector. We also proposed imposing certain restric- 
tions for such enterprises: If, for example, the price index 
rises over a quarter by 30 percent, then the wage fund 
will increase by only 21 percent. 


At first, some trade unions came out sharply against this 
idea: We are, so they say, against any regulation of 
incomes! We asked the dissenters: Do you realize that an 
enormous and unfounded difference in incomes exists? 
“We do!” Do you understand that the taxation mecha- 
nism, through which it would be possible to solve these 
problems, will not begin working either today or 
tomorrow? “We do!” Well then, shall we let this mad- 
house be for the time being? “Let it be!” 


So it is necessary to fight for social justice. As a result, we 
then persuaded the trade unionists with the condition 
that prices for a number of necessities will be regulated. 
Of course, we had in mind not a direct restriction of 
prices, but rather economic regulation, having proposed 
reducing the tax rate for those commercial enterprises 
that increase the sale of goods. And it can be increased by 
reducing (or at least not increasing) reiail prices. The 
budget would also ga: i—as sales increase, the amount of 
tax receipts increase—and the consumer would gain as 
well. And we would at least partially have solved the 
problem of excessive differentiation of incomes. Unfor- 
tunately, for the time being, this idea of ours has not 
been supported. It is true that the presidential edict “On 
the Regulation of Assets Directed Toward Consump- 
tion” has now been prepared: Enterprises that have an 
average wage higher than 20 times the minimum wage 
will have an additional tax imposed, which will go into 
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the local budget for rendering assistance to poor. The 
edict also stipulates other measures for limiting excessive 
incomes. 


[Protsenko] But does it not seem to you that you are 
looking for a solution where there 1s none? The entire 
world 1s combating the abnormal differentiation of 
incomes using an income tax. There exist, as you know, 
taxes on wealth and real estate taxes. “Poor Russia” is 
currentiy buying more Mercedes than the entire civilized 
world—where 1s this purchasing power coming from? 
Note: our entrepreneurs love very much to complain 
about the “production” taxes: They say they are too high 
and they make business expansion impossible. But com- 
plaints about high taxes on personal incomes is some- 
thing I have not heard. I also do not know of an instance 
when a citizen who decides one fine day to buy himself, 
let us say, an establishment for a couple of hundred 
million has been asked by someone—no, not about the 
source of his revenues—but rather, about whether or not 
he had paid taxes on them. 


{Melikyan] The root of this evil lies in the absence in our 
country of normal taxation of natural persons. It 1s 
precisely by these taxes that excessive incomes are regu- 
lated and low-income people are supported. In the West, 
taxes from natural persons amount to more than half of 
all budget receipts, while they amount to only &-10 
percent in Russia. | will not even mention the fact that 
the taxes are being collected very poorly even from the 
enterprises. Itis commonly believed that only 70 percent 
of taxes are currently being collected throughout the 
country. Unfortunately. I fear it 1s just the opposite: 70 
percent are remaining uncollected. We do not know how. 
Russian citizens are not accustomed to paying taxes or 
even to figuring out their incomes 


By the way, the tax on wealth is also a form of tax from 
natural persons. We have inserted into the governmental 
program an item on improvement of the system for 
taxing individual incomes—we are hoping to prepare in 
the third quarter of this year changes in the Law on the 
Income Tax from Natural Persons. But we are not 
entertaining any particular illustons—both time and our 
own standard of culture are needed for a radical change 
in the tax system. Yet in our country even the tax service 
is not ready, from a purely technical standpoint. 
Although, of course, it 1s necessary to begin at some 
point... 


Aleksashenko Refutes Gloomy Predictions of 
Economic Collapse 


9441-09304 Moscow MOSKOVSKIYE NOVOSTI 
in Russian No 21, 22-29 May 94 p AS 


[Article by Sergey Aleksashenko: “Who Predicts a Col- 
lapse?” | 
[Text] At a recently held meeting with managers of 


industrial enterprises the president said: “Unfortunately, 
the economy 1s close to a collapse.” 
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At first glance itis difficult to understand trom where the 
president took the information on a collapse. For 
example, inflation confidently remains at between 8 to 
10 percent per month, which, as compared with last 
year's level, looks quite proper. The dollar has risen so 
lazily that pictures, when the “green” began even to dive 
down, are revived in the memory of many people. One 
can enter a store (and not only in Moscow) without fear 
and buy not only sprats in tomato sauce. but something 
more appetizing. The population’s tncome (officialls 
recorded by the State Committee for Statistics) 1s 
growing at the rate of 10 to 12 percent. Of course, 1t 15 
growing from a low level, but it 1s really growing, that 1s, 
not merely in rubles—the commodity content of these 
earned rubles 1s not weakening 


Perhaps, the president possesses some additional infor- 
mation? Perhaps his advisers have at their disposal 
something that 1s inaccessible to all the rest? However, as 
a result of my own contacts with two directors of expert 
analytic groups in the presidential administration, it 1s 


difficult to conclude that they feel special pessimism 


Very likely, however, the president was not imbued with 
an alarmist mood for nothing. He communicated with 
someone, someone told him all this! Let us try to guess.. 


Managers of a number of the couniry s largest industrial 
enterprises, for the most part. not the 
were present at the meeting with the president. On the 
other hand, almost all of them heid the post of director 
for more than | year: under Leonid Ilich. under Yury 
Vladimirovich, under Konstantin Ustinovich, under 
Mikhail Sergeyevich, and under Boris Nikolayevich 
Moreover, they were personally acquainted with all of 
them and had entree to their offices. This 1s a great deal 
for the protection of their interests in state structures. | 
believe that the hitch lies in these very interests 


most successful. 


The slow improvement in the economy places all enter- 
prises under new conditions, when it 1s necessary “to be 
ina whirl,” to compete. and not to count on old contacts 
Of course, 1t would be much simpler to drop in to a 
familiar office and have everything handed to vou on a 
platter. However, today people ask, but nothing 1s 
handed to them on a platter, or very rarely. Perhaps this 


is a collapse? Perhaps, only not of the economy, but of 


the vestiges of the old system 


Meanwhile, there 1s a sector in the economy, which does 
not complain about nonpayments and does not ask the 


state for preferential credit. If it asks for something, 1t 1s 


to lower taxes a little bit (how can they be lowered if 


there 1s a whole line of those wishing to have everything 
handed to them on a platter'). This sector has a name— 
private business. Private not only because it belongs to 
private individuals. but also because it lives for private 
interests. It 1s not concerned with the needs of an 
abstract ‘state’ —1t needs profit. But one obtains profit 
only when one’s products are bought 


However, people with entree to the president think “ina 
State manner’: “The country needs combines, trucks. 


FBIS-USR-94-066 
21 June 1994 


, 


tanks, rockets, airplanes, cast iron, and steel.” And it 1s 
not important that no one wants to pay for these things. 
The people do not understand their needs and, conse- 
quently, someone has to think and decide for them. 


For example, someone took it to his head “to add” 
something for defense and to increase the defense 
order—it will be better mght away! We will spend on 
defense not every fifth ruble, as last vear, and not every 
fourth, as during the first quarter of this year, but every 
third and, even better, every second! Even if all these 
rubles will have to be printed in three shifts and inflation 
will jump up to previous heights, it does not matter. 
Why, of course. lads were taken out of tekhnikums 
without being permitted to study for another 2 or 3 
months in order to get the diploma. Now they have to be 
fed, clothed, and armed and a warrant officer and a 
captain over them have to be supported. With regard to 
the fact that no one has said ‘rom where the potential 
threat for us comes and how the army will cope with this 
threat and with what arms—this 1s what a military secret 
iS for. 


Nor is there a word about the fact that all these plants are 
overloaded with mobilization capacities and with pro- 
grams for mobilization preparation, which for about 10 
years (no less) no one examined, but expenses must be 
borne. Free ZIL [Moscow Motor Vehicle Plant iment 
1A. Likhacheyv] from this burden and perhaps it will 
spread its wings. But for sure it will breathe more freely 
and then will manufacture more refrigerators. In addi- 
tion, 1f one or two directors are removed, in order to 
teach others not to run to offices, then perhaps in 3 or 4 
years ZIL motor vehicles will run not only on our, but 
also on foreign, roads. Without anything being handed 
on a platter to anyone. 


Leading Banks’ Activities, Role in Banking 
System 

9441-09224 Moscow KOMMERSANT-DAILY 
m Russian 31 May 94 p $ 


[Article by Mikhail Delyagin, economist: “The Banking 
System of Russia: The Commanding Heights Have Been 
Secured” ] 


| Text] For more than a year now information analysis 
agencies have been publishing lists of the 100 largest 
banks of Russia, grouping them according to various 
indicators. Slowness in the processing of the information 
has resulted in the fact that the data as of 1 January 1994 
(with the final turnovers, which is fundamentally impor- 
tant) have become known only recently. Analysis of the 
state of aifairs of the banks of the “first 100° and of the 
“first 20° has allowed economist MIKHAIL DELY- 
AGIN to draw a number of interesting conclusions: about 
the reduction of the concentration of assets in the largest 
vanks (which means a growth of competition in the 
banking sector), about the continuing rise of Moscow as a 
financial center and about the rearrangements in the 
upper echelons of the banking community, the esence of 
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which is in the relative weakening of the “whales” among 
the former specialized banks and the rise of young 
iigers” based on trading and financial-industrial groups. 


The first thing that needs to be noted is that all the 
ratings of commercial banks being published, regardless 
of the procedures being us_d, are rather arbitrary. More- 
over, because of the unwillingness of a number of large 
banks to submit information about themselves all ratings 
are incomplete. One can somewhat reduce the indeter- 
minacy that occurs in the process, in our opinion, by 
examining only the very top of the banking “pyramid” — 


RUSSIA 35 


the very large general-purpose banks which already have 
gained considerable weight. According to the latest data, 
the dividing line of this “top” can, again with a certain 
amount of arbitrariness, be drawn under the first 20 
banks, the assets of which have exceeded the half a 
trillion ruble boundary. The probability that any of them 
suddenly “will sink into insignil.cantness” 1s small: these 
banks are already able to not fear either a private nor a 
State criminal racket. That 1s why it makes good sense to 
consider the situation of the first 100 and first 20 banks 
in parallel. 





Ihe Share of the Assets of the 20) Largest Banks in the Aggregate Assets of the Banks of Russia 
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The banks are arranged according to the size of their assets as of | Jan 94 (with the final turnovers). The positions they occupied based on this 


indicator on | January and i July 


1993 are indicated in the brackets. Sources: VESTNIK TsB RF za 1993-1994 ge (The Bulletin of the Central 


Bank of the Russian Federation for 1993-1994), the Reyting Information Center, and the Bank Information Center 





Thus, the first thing that strikes one’s eye 1s the reduction 
in the concentration of bank assets, an important indi- 
cator which 1s evidence of the scale of a commercial 
bank's operations. In practice this signifies a certain 
levelling-out of the forces of the commercial banks and 
the strengthening of competition. Thus, 1f on | January 
the 100 largest banks of Russia (not counung the largest 
bank—Vneshtorgbank RF [Russian Federation Foreign 
rade Bank]) represented 5.8 percent of their total 
number and had 60.6 percent of the banking system's 
assets, then on | July the indicators mentioned came to 
5.4 percent and 71 percent respectively, and on | Jan- 


uary 1994—4.95 percent and about 56 percent (in the 


last two cases—already taking the Russian Federation 
Foreign Trade Bank into account). 


The tendency towards a decline in the level of concen- 
tration of bank assets for the first 20 banks 1s even more 
noticeable: as of | January 1993 their number and assets 
came to 1.2 and 40.3 percent of the total amount 
respectively (not counting the Foreign Trade Bank), as of 
July—1.1 and 63 percent, and as of | January 1994—1.0 
and 38 percent. 


However. as the quantitative concentration has 
decreased, a regional concentration 1s occurring, prima- 
rily around Moscow. Some 38 Moscow banks were 
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among the first 100 as of | January 1993, including 13 in 
the first 20. As of | July the “Moscow presence” had 
increased to 39 and 16 respectively. As of | January 1994 
Moscow banks represented almost half of Russia’s 
largest banks (47) and completely made up “the upper 
20° by themselves. There are no financia! centers in 
Russia comparable to Moscow. The greatest number of 
banks that have been part of the “upper 100” trom other 
cities—three each—are registered in Saint Petersburg, 
Ufa, Chelyabinsk and Krasnodar. Ufa should be espe- 
cially noted. Based on certain characteristics Bashkor- 
tostan is becoming one of the most dynamic and attrac- 
tive centers of Russia. It 1s altogether not without reason 
that the Union of Swiss Banks has chosen precisely it for 
the setting-up and practical realization of a clearing 
system of mutual settlements based on the most up- 
to-date technologies. 


The table cited briefly illustrates the recent past of these 
banks. The Rossiyskiv kredit bank, which has climbed 
from 63rd to eighth place in the bank table of rank 
during the year, has achieved the most rapid take-off. Its 
leadership realized almost before all the rest the strategic 
advantages of a large charter fund and concentrated !ts 
efforts on increasing the latter even prior to the intro- 
duction of the open currency position, when this was at 
variance with its current business interests. Most-bank, 
which jumped from 77th place to 19th in 51x months, 1s 
close to repeating Rossiyskiy kredit’s “record.” This 
bank’s success 18 to be explained in many respects by tts 
support by a powerful financial-industrial group. 


By and large precisely the banks created by large finan- 
clal-industrial or trading structures were the most 
dynamic in 1993. Apart from Most-bank their number 
includes Alfa-bank, which has stepped right away from 
beyond the limits of the first 100 to 26th place, 
Neftekhimbank, Avtobank, and, certainly. Natstonalnyy 
kredit bank. 


The undoubted success of Sberbank (Savings Bank) 
should also be noted. The share of the population’s 
deposits in Sberbank has dropped by a third during the 
past year—from 90 to 60 percent of their total volumne— 
but the bank has been able not only to compensate for 
the losses incurred but also to strengthen its position— 
apparently through the activization of directions of 
activity that are not traditional for it. primarily the 
expansion of currency operations and operations on the 
inter-bank loans market. 


Such large and well-known banks as Inkombank and 
MENATEP are moving steadily upwards. However, rep- 
utation bears fruit only in combination with aggressive 
marketing. Otherwise, the fate of recent leaders, which 
are slowly but steadily being pushed aside, would have 
befallen these banks. The latter include Agroprombank, 
Mosbiznesbank, TOKObank, Moskovskiy industrialnyy 
bank (M!B), Kredobank and Unikombank, not to men- 
tion those which have vacated the “top 20.” among 
which Elektrobank, which has slipped from | Ith place to 


FBIS-USR-94-066 
21 June 1994 


23rd in 1993, as well as Agroprombank from Rostov- 
on-Don and Chelindbank, especially stood out. At the 
same time it is for now too early to say that the trend 
towards the relative weakening of the former specialized 
banks being observed in the “first 20" 1s also true for the 
Russian provinces. 


Shcherbakov Comments on Yeltsin’s Economic 
Reform Fdicts 

9441-08954 Moscow NEZAVISIMAYA GAZETA 

in Russian 31 May 94 p 4 


[Article by I. Zasurskiy: ““Gaydar Was Right—and Cher- 
nomyrdin Also”’} 


[Text] In the opinion of Vladimir Shcherbakov, the first 
six edicts are not sufficient to evaluate how comprehen- 
sively the president approaches economic reform. 


Vladimir Shcherbakov, president of the Interprivati- 
zatsiva fund, expressing his views on the presidential 
decrees, commented that the first six indicate movement 
in the right direction, while the return of two drafts for 
additional elaboration out of eight that were prepared 
provides grounds for evaluating the approach to eco- 
nomic reform as a weighed and thoughtful process. It 1s 
still too early to speak about how comprehensive they 
are, aS it 1s necessary to see if only the drafts of the 
others, of which, as 1s commonly known, over 100 are 
currently in preparation. 


A selecitve state industrial policy 1s fundamental to the 
former deputy prime minister of the USSR. Emphasis 
must be placed on it, and not on the accelerated bank- 
ruptcy of enterprises. The legislative base for bankruptcy 
is undoubtedly necessary. Bankruptcy was and will con- 
tinue to be a routine phenomenon in a market economy. 
The question is what type of policy will be imple- 
mented—one with additional limitation of the money 
supply, which will generate massive bankruptcies of 
enterprises in a difficult financial position, or with 
Stimulation of individual types of production and enter- 
prises as well as selection of producers in the interest of 
preserving the domestic economy and the life of the 
people 


A grasp of the essence of what constitutes a selective 
policy 1s highly important. 


The elaboration of such a policy must afford us the 
possibility of differentiating not individual enterprises, 
but groups of them, perhaps types of production, those 
that we need and without which we simply cannot 
survive—in this case I do not have in mind preferential 
credits for individual enterprises. We must not have a 
situation where the appropriate government commission 
would decide which plant 1s to get what amount of 
money. That commission has another task: formulation 
of the goal, tasks, selection criteria, determination of 
forms and methods of stimulation, and control to ensure 
that the money is not spent on wages but on organization 
of production, purchase of materials, and the like. At 
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present, however, in the view of the former deputy 
chairman of the Council of Ministers of the USSR, such 
a policy has not been worked out, and money is being 
received by lobbyists blackmailing the government with 
strikes. Shcherbakov asserts: “The government cannot 
be blamed for the fact that some are able to twist its arm 
until it crunches, it 1s only possible to sympathize with it, 
however it is necessary not to succumb to blackmail. At 
one time,” Shcherbakov continues, ““we were unable to 
hold out: Having given in to the miners, we were 
compelled to give in to others as well. The consequences 
of that for the economy are well known.” 


How to conduct a selective policy? For instance, we pick 
a criterion—vitally important branches. Today that is 
not the entire Ministry of Railways, but only its enter- 
prises involved directly with organization of traffic on 
the railroad. It 1s clear that without it we are nowhere. 
Then let us declare that it will be operating under special 
financial conditions. Let us grant it special-purpose 
credit at a reasonable interest rate, but not 1n order “‘to 
keep its pants up” and cover current expenditures, but 
for repairs, because if the old tracks used by trains 
disintegrate completely, there will be an entirely dif- 
ferent situation developing in the country. It is the same 
with oil workers. Issue credit for repair of wells and 
pipelines, but not for wages. It is not very difficult to 
ensure that technically. 


Today money turnover in production equals about 100 
days. This means that practically all enterprises are 
insolvent. Money ts the lifeblood of production. That is, 
if the policy of limiting the money supply is to be 
continued with a rise in inflation, Vladimir Shcherbakov 
believes that would be a situation where blood was 
drained from everyone, one after the other—from those 
who are not needed in a market economy as well as from 
those who were forced to give their production for state 
needs but were not paid, and those without whom we 
will perish as a sovereign state and people. 


By way of an example, even if an absurd one, for 
instance—who in the world would think of turning off 
electricity in a hospital? At the airport control tower? In 
our case, however, such cases are not that rare. 


Simple solutions are deceptive. Neither bankruptcies nor 
promissory notes are a panacea for the problems faced 
by the Russian economy. That is, promissory notes can 
and must promote the resolution of certain tasks with an 
appropriate legislative support. Just as bankruptcies are 
important so that enterprises know what may happen to 
them. But a policy prodding toward bankruptcy is highly 
unpromising. It is dangerous both in the economic and 
in the political regard. That is a very heavy social scene 
in the revival of the economy. It is impossible to get by 
without that, but it is important not to agitate for the 
conduct of such policy. If matters develop in the way on 
which certain members of the government are insisting, 
then no agreements will rescue us.“ 
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In the opinion of the former chairman of the State 
Pianning Commission of the USSR, there is another 
aspect of the problem pertaining to the industrial crisis 
that can also be resolved only through comprehensive 
methods—that is, the problem of business in industry. 
**At present I do not know whether enterprises will ever 
give me the money or not, and if the state shares even 
with regard to a few branches, then I will know for 
certain that the pharmacists will give me the money. The 
railway workers also. Then | will invest in them and will 
organize production for them.” 


It is necessary to see the entire system of problems in all 
of its complexity. When Gaydar started with abrupt 
moves, he was correct, Shcherbakov believes, and when 
Chernomyrdin allowed everyone to adapt a little bit and 
regain their senses, he was also correct. 


Is Livshits also correct? 


I do not know who ts the real author of the edicts. I can 
only note that until 1t becomes clear what edicts will 
follow the first six, it is impossible to tell whether their 
author ts right. 


Aleksandr Livshits on Yeltsin’s Edicts on 
Economic Reform 


944E 09334 Moscow PRAVDA in Russian 4 Jun 94 p 2 


[Interview with Doctor of Economic Sciences Aleksandr 
Yakovlevich Livshits, professor, director of a group of 
experts under the RF President, by Anatoliy Pokrovskiy; 
place and date not given: “Economy Cannot Be Built on 
'tusions”’]} 

[Text] The editorial department introduced this column 
“A View From the Kremlin” in order to familiarize our 
readers at first hand, as people say, with different »oints of 
view of diverse events in Russia’s troubled life. Gite can 
agree or disagree with the arguments expressed here. 
However, in order to argue with someone with good 
reasoning, one must first listen to him attentively. 


The person with whom we are talking today is Doctor of 
Economic Sciences Aleksandr Yakovlevich Livshits, pro- 
fessor, director of a group of experts under the RF 
President. He graduated from the Institute of the National 
Economy imeni G.V. Plekhanov in the specialized field of 
economic cybernetics and worked at Moscow State Tech- 
nological University. He defended his candidate disserta- 
tion in the department headed by academician L. Abalkin. 
He is the author of the first textbook in market economy 
in Russia. 


{ Pokrovskiy] Aleksandr Yakovlevich, recently, represen- 
tatives of various parties and scientific schools and 
trends have published such a large number of economic 
theories, guesses, and forecasts that it looks as if so-called 
simple folk, business people, and foreign investors 
simply have lost their orientation in the ways of Russia’s 
development. However, not long ago the RF President 
issued a whole package of edicts of an economic nature. 
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Does this mean that, as physicists say, islands of sta- 
bility, on the basis of which we can move toward an 
upsurge in Russia's economy, have finally been discov- 
ered? 


{Livshits] lam one of the people who think that we have 
more than enough programs, if not other things. At least 
one of them should be fulfilled, instead of inventing new 
theoretical dreams. | will say right away that the govern- 
ment has a specific program and there 1s also the 
president's message. This is quite sufficient for the 
beginning of purposeful work, 


| have a very firm impression that, with the exception of 
very extremist positions—for example, the state 1s weak, 
one cannot rely on it, it will lead us to the wrong place, let 
everything proceed by itself—there is a general under- 
standing of what should be done. Please note: The 
president's message is devoted to the strengthening of 
the state. This is its main point. 


And so, what 1s to be done? The idea 1s as follows: To 
maintain the saturation of the consumer market to the 
maximum possible degree at tolerable prices. Not to 
permit sharp jumps here, at the same time, shifting the 
center of gravity of reforms to production reform. Of 
what can we boast here? People’s economic psychology, 
including that of boards of directors, has changed notice- 
ably. Enterprise managers now think about demand, 
although some people, in the old way, try only to extract 
money from the budget. But a breakthrough did occur. 
There is voucher privatization and there are a number of 
other changes. 


However, production reform is a long and difficult 
matter and we must deal with it step-by-step. In partic- 
ular, let us examine the problem of prices. Here my 
personal point of view does not coincide in everything 
with my friends’ opinion. During these years we have 
learned the ability to affect inflation rates, if nothing 
else. In principle, if the task of reducing inflation rates to 
2 or 3 percent in 2 months is set, the government knows 
how to do this technically. However, Russia’s industry 
and Russia’s economy will not withstand the methods, 
by means of which it is possible to bring down inflation 
so sharply. 


Yes, all of us want prices of goods not to rise, but this can 
be achieved only at too high a price. Therefore, 1 have 
taken the liberty of saying that there is a dangerously 
high inflation, but there 1s also a dangerously low infla- 
tion, which will immediately affect production develop- 
ment. 


{Pokrovskiy] Very likely, this threatens to cause not only 
a decline in production, but also a rise in unemployment. 


[Livshits] Yes, it is also necessary to significantly limit 
state expenditures. Yet many enterprises now live and 
work at their expense. If these expenditures are cut down 
completely, enterprises will not withstand this. For now 
such is our life, whether we like this or not. Therefore, 
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the whole subtle point is to maintain the forecast mod- 
erate inflation and to direct all efforts toward production 
reform. One of the president's key edicts is devoted to 
reform of state enterprises. | assume that it will be 
followed by some other edicts. However, their meaning 
is one—to establish the rights of the state as an owner in 
a sector where State enterprises operate. In other words, 
to restore the manageabilit’ of enterprises belonging to 
the state itself. After all, it is obvious that such an 
enterprise belongs not to the director alone. It is 
common and cannot serve the interests of one person or 
groups of people. 


{[Pokrovskiy] Please excuse me, but then what 1s to be 
done with conversion into joint stock companies and 
privatization? 


{Livshits] There 1s no contradiction here, because tt 1s 
only a matter of “public” enterprises. The edict states 
this precisely: A decision on the establishment of a 
public plant can be made only with regard to an indus- 
trial or an agricultural federal state enterprise, the priva- 
tization of which ts prohibited by the state program. And 
so, there can be no questions with the private sector. 


I will even say more. I think that some time will pass and 
the word “nationalization” will cease to be abusive. 
There 1s no contradiction here and | am by no means an 
admirer of the planning system. | am simply for a 
flexible, pragmatic approach to economic development 
without any “taboos.” In normal economies there 1s both 
privatization and temporary nationalization with subse- 
quent reprivatization. The point is that in economic 
policy there 1s nothing absolutely harmful or absolutely 
useful. These qualities are determined only by expedi- 
ency and extent. If during some period privatization 1s 
advantageous and useful for Russia, it should be carried 
out to the extent to which it 1s useful. If, however, 
nationalization is needed, this, too, should be done 
without thinking about some ideological lack of coordi- 
nation. Such an approach to this matter dominates in the 
world with benefit for production. 


I repeat: Everything in moderation. When one national- 
izes everything and makes a single state machine, we all 
know that this ends sadly. However, it by no means 
follows from this that “nationalization” should be elim- 
inated from the dictionary of the Russian language. 


[Pokrovskiy] Then the meaning of the president's latest 
edicts is that all forms of ownership must be used? 


[Livshits] It is more utilitarian and concrete. They have 
double meaning. First: To begin production reform. 
Second: Strengthening of financial discipline and intro- 
duction of order in payments and taxes. In this connec- 
tion I want to say: There 1s nothing exotic in them. Now 
we have already received the first information on the 
reaction to them. 


What is especially interesting here? No one accepts this 
fully, but no one fully rejects this either. This 1s good. 
Our president should be the president of all Russia—not 











FBIS-USR- }4-066 
21 June 194 


communist, or democratic, or monarchic, or some other 
Russia. He would be able to find the common thing, that 
unite the maximum number of Russians. 


Now we often hear from some people: Yes, this is 
correct, but I talked about this a year ago. From others: 
Yes, this is correct, but we talked about this 2 years ago. 
They finally have begun to act. And this 1s good, because 
this means: There is nothing extravagant, which no one 
expects, in the edicts. If this were vice versa—‘‘we need 
this like snow on the head’’—this would be harmful. And 
if they talked about this earlier, this means that the 
problem 1s urgent. 


And another thing. Well, who does not want to introduce 
order in finances and to establish discipline in calcula- 
tions? However, 1s it really normal that an enterprise 1s 
almost sinking and withholding workers’ wages, at the 
same time, having currency funds in its account? There- 
fore, under certain conditions one of the president's 
edicts introduces an obligatory exchange of currency for 
rubles: Pay into the budget, pay wages. 


However, why does the president in his edict have to 
force the owner to spend his funds on these purposes? 
This is strictly a phenomenon of the transitional period. 
Can you imagine such a thing in Eng'!and? There, if an 
owner does not have pounds sterling, he calmly converts 
dollars and settles his account. It does not even occur to 
him to hold back payments. 


1 will explain: The president did not begin with edicts. 
There were negotiations, there was a message, and there 
was a memorandum on the most acute problem— 
nonpayments. It came to the government and to the 
State Duma. The government reacted quickly. An 
answer came from the State Duma: We approve every- 
thing. Well, what of that? For | and '2 months we waited 
for the Duma, from the approval, to turn to the necessary 
amendments to the law, which would make it possible to 
weaken the acuteness of nonpayments. In brief, there is 
no confrontation, but there is also no action. 


I would say the following: When the president has to 
undertake such decisions, these are forced steps. After 
all, in principle, the economy should be regulated by 
statutes and by economic law. Of course, if clear-cut 
decisions had been adopted promptly, in accordance 
with the demands of life, these edicts would not have 
been needed. 


[Pokrovskiy] However, who should adopt such deci- 
sions? 


[Livshits] Of course, the Duma. The Duma, who else? It 
adopts laws. However, production cannot wait. We 
received data on 22 days in May... The decline con- 
tinues. How much can one wait? Therefore, it was very 
hard for me to receive the news from the Duma. I will tell 
you as the representative of PRAVDA that communists 
in the Duma came out against these edicts as anticonsti- 
tutional. However, did communists not propose that 
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order and discipline be introduced? And if someone tries 
to do this, what 1s bad about this? 


{Pokrovskiy] However, every party in its policy proceeds 
from its own principles, from its own programs... 


[Livshits] To this I will answer that the time has come to 
free ourselves from some customary illusions. The first 
of them—the idea of the beneficial nature of constant 
prices. However, weather changes and over the years 
even a wife changes. Why should prices be constant? 
After all, the stiffness of prices fetters the market mech- 
anism. T'x second—the need for a full loading of 
enterprise capacities. To many it seems that, previously, 
we worked in three shifts and now we have changed over 
to one—this is a disaster! I assure you that this is a 
normal situation. In all countries with a market economy 
there 1s even a specific index for the government—the 
level of loading of a production apparatus. For example, 
in the United States a loading of 75 to 80 percent is 
considered normal. A loading of 20 to 25 percent repre- 
sents a frozen capacity in case of changes in demand. If 
there is a package of orders, it is put into operation. An 
economy, the capacities of which constantly operate 100 
percent, is just as unnatural and unpleasant for life as a 
country in which there is always summer. 


The main problem lies in reliably controlling the 
optimum degree of loading: Does the decline proceed in 
an uncontrolled manner? This is the problem for the 
government. 


Finally, the third illusion, to part with which, probably, 
is most difficult. This is the illusion of full employment. 
It comes from 70 years of our life, when we believed that 
we got rid of unemployment—this ulcer of capitalism. 
However, the work place is not granted by God or by the 
state. It 1s a blessing that must be earned. 


We will be fair. Under socialism there were also tens and 
sometimes even hundreds of thousands of people, who 
were dismissed, for example, from the Krasnyy Prole- 
tariy Plant and did not yet come to the Plant imeni 
Ordzhonikidze. Who were they? At that moment, the 
unemployed. 


Such unemployment ts not dangerous. The true danger 
lies not in the number of the unemployed, but in the 
length of unemployment for every given person. If he 
cannot find a new place for |, 2, or 4 months, this ts 
already a true human tragedy. And so, two things— 
lengthy unemployment and focal unemployment, mainly 
at our famous plant cities—cannot be allowed. These are 
the true and difficult problems on the employment 
market. 


Whoever may say this to me, whatever they may frighten 
me with, I do not believe in mass unemployment in 
Russia. However, the threat of lengthy focal, regional 
unemployment ts a real threat. The government under- 
stands this, but concrete measures are also needed: for 
example, for Ivanovo Oblast, where these phenomena 
are already very tangible. It is necessary to monitor and 
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to prevent this danger in other regions as well. Here the 
state program should be put into effect automatically. As 
soon as unemployment 1s above the average level some- 
where, it is necessary to put into effect incentives for the 
creation of work places 


Yes, we must part with the illusion of a complete 
elimination of unemployment, as difficult as this may 
be. And again | would like to turn to the position of the 
Communist Party. Those that are familiar with Lenin’s 
works remember his work, which begins with the words: 
“The approaching disaster...” And so, often communists 
rightly talk a great deal about approaching disasters. But 
it seems that they forget the second half of Lenin’s title: 
‘And How To Fight Against It.” 


I carefully read the constructive part of the communists’ 
program. What is there? To ensure a normal standard of 
living... However, show me within these walls at least 
one person who would not want the same. But how to do 
this and from what resources? How to stimulate private 
owners and to establish a nonstate pension fund if the 
state does not have enough money for this and so forth? 
There are no answers to these questions. 


At the same time | want to say that the pendulum of 
political life in Russia moves, even if slowly, to the left, 
toward social-democracy. This is a known process. It 1s 
visible in many countries of the former socialist camp. 
This is a normal process. However, | am afraid: Did it 
not begin in our country rather too early? We do not yet 
have enough normal social-democracy, the one that 
could continue reforms if the voter gives it his votes. But 
in order to achieve social justice, it 18 necessary to 
accumulate what can be divided later. Th:s cannot be 
done with our weak economy. 


Let us observe, using Western Europe as an example, 
what happens when socialists come to power in a 
country. Everything begins with partial nationalization 
and measures to reduce unemployment, but very often 
ends with considerable inflation. Then conservatives 
come to power and begin to lower inflation, but unem- 
ployment rises again and again comes the time of social- 
ists. Such an alternation 1s fully normal. 


{[Pokrovskiy] The need to strengthen the state and its 
regulating role is constantly seen in your remarks. Do I 
understand you correctly? 


[Livshits] Yes, correctly. 


[Pokrovskiy] Then what prevents this? Mass psychology, 
or the lack of a legislative base? 


[Livshits] Most probably, the latter. | simply must say 
this to your readers. The tradition to hurl abuse at power 
has long existed in Russia—on the sly, so that someone 
does not make a report to the authorities anonymously 
or openly as now. However. please note: Russia does not 
strive to go anywhere, for example, to the “Karbovanets 
zone.’ But some try to get into the ruble zone and 


sometimes simply want to join us, which, in my view, 
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would be dangerous, However, this is a separate topic, 
The point is that, if you come to near abroad with rubles, 
the ratio 1s as though you come with dollars, Here is the 
latest report from Ukraine; Auctions of rubles have been 
stopped, because the demand for them is 10-fold bigger 
than supply. 


I say this not because everything is remarkable here. But 
scattering ashes on one’s head is also going overboard. 
Russia was and remains a great power. And now, when 
such an attitude toward the ruble exists, it is by no means 
the last. 


[Pokrovskiy] Nevertheless, dollars are leaving the 
country. Are people afraid to invest them? 


[Livshits}] They are. But we must analyze for what 
reasons. Let us assume that a firm engages in import 
operations. It needs currency to purchase goods abroad! 
Many such examples can be cited, but this does not mean 
at all that I fully want to justify the currency “flight.” A 
lot of money is leaving the country legally and illegally. 
How to stop this? To close the border, or to take some 
other forceful measures? However, this is not the way 
out. There 1s one way out—to give motivation for the 
investment of currency in the country. 


Today I have talked with bankers from a very rich bank. 
They say: Preparations are being made to let foreign 
banks into our country, but we are known to be weaker. 
How is that? I ask: You do not want this? We do not. 
Very good. However, all commercial people should 
realize: There must be an equal exchange. For example, 
we will not let foreign banks in here. But in return you 
put the vast amount of money that you made in trade 
and received on credit in investments. What else do you 
need? There 1s money, the political situation in the 
country is more or less stable, there are no fights for 
power, prices have already been rising moderately for 4 
months, the situation can be predicted, there are vacant 
capacities, and plants co not have to be built from the 
foundation. What prevents you from investing funds in 
production? Yes, they answer, we have already begun to 
do this little by little. 


Yes, investments in production have begun now. Even | 
year ago it made no sense to talk about this—money 
would have been spent for nothing, inflation would have 
eaten it up. Now the situation is different. The totality of 
factors, which I mentioned to you, 1s favorable for 
investments. One would like to see a decision, perhaps of 
the Duma, perhaps of the president—this is not the chief 
thing—on measures to stimulate investments. 


However, the state does not have enough funds for 
investments. Moreover, even state investments, as 1s 
well known, are not very effective. But, in general. the 
locomotive stands on tracks, rails need not be laid, they 
exist. The locomotive must be stoked and then it will 
move by itself. 
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[Pokrovskiy] It seems that you and | have approached 
the favorite question of journalists: How do you e\ aluate 
our prospects? 


{Livshits] | have already said that no more than | year 
and, perhaps, even less than this remains before the 
initial stages of an economic upsurge—in the absence of 
a political confrontation and with a clear course on the 
part of the government. It should work very actively 
now, However, all of us must have a more careful 
attitude toward the government. Vast efforts are 
required of it and it must be helped in this. 


lt is primarily a matter of production restructuring and 
reorganization. This 1s production reform, The govern- 
ment adopted a very important decree on the procedure 
for the realization of bankruptcy and so forth, It 1s not 
that they want to dismiss people, but simply the 
economy will not withstand the production. ballast 
Other decisions were also adopted. However, it is not 
only a matter of them. They must be realized. We began 
our talk by saying that new programs are not needed, but 
there is a need for a real implementation of adopted 
decisions. Now we have again returned to this. 


The lack of a thought-out structural policy and of a 
system of priorities 1s one of Our main sore points. We 
will strive to see to it that all the necessary priorities are 
included in the 1995 budget. It 1s well known that the 
budget 1s the face of power. All the rest are words. Things 
begin when money 1s given. 


Comments by Igor Lenskiy, Editor of the Issue 


The published interview 1s very unexpected for our 
newspaper. It is a question of the author’s frank attempt 
to substantiate the capitalization of society and reforms, 
with which each of us 1s familiar from his own expert- 
ence. Not by chance did Aleksandr Solzhenitsyn, in his 
first interview upon arrival in Russia, call them “brain- 
less.’ Yuriy Polyakov, a writer from another generation, 


who has distinctly established himself in the literature of 


the last decade, who 1s not a historian, but rather an 
investigator of the contemporary way of life, noted 
recently: “Now everyone admits that reforms did not 
turn out and, if they did, only badly...” The reader will 
add here his own attitude. And so, according to life there 
is a breakdown in our country, while according to 
Professor Livshits there 1s total order. 


During the first reading of the interview a number of 
contradictions are conspicuous. 


|. “Everyone tries to get into the ruble zone, but Russia 
does not strive to go anywhere.” This key argument has 
been constantly used for a long time by ultrareformers, 
beginning with Ye. Gaydar and B. Fedorov, to prove the 
correctness of the course of reforms. However, every- 
thing 1s simpler. Did a land as great as Russia form part 
of the former Union? Do such vast reserves of raw 
materials and minerals and such a powerful industry 
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exist anywhere? Today we are only burning what God 


(and socialism) gave us, generating an inertia effect for 
the first fruits of reforms 

2. Professor A, Livshits asks: ““Why should prices be 
constant? After all, the weather changes and over the 
years even a wile changes.’ Seemingly, everything 1s 
right, everything 1s logical. However, why out of all the 
phenomena accompanying shock therapy only an 
Increase In prices 1s justificatory and explainable? And 
what about real income and the standard of living? Are 
they supposed to be rooted to the spot? Or should they 
also move, but in the opposite direction? 


4. Professor Livshits’ aphorism “the work place 1s a 
blessing that must be earned.” No reasons are given for 
this thought— it 1s put forward as a fact, as an axiom. But 
let us ponder: In order to earn, it 1s necessary to work! 
Why suddenly people must contest the natural, primor- 
dial right to work (which, as 1s well known, created man), 
shoving each others with elbows? 


4. “Did communists not propose that order and disci- 
pline be introduced?” asks A. Livshits, outraged at the 
position of the Duma fraction of the RF Communist 
Party, which considered the president's 1x recent edicts 
anticonstitutional. However, nowhere, not in a single 
program document of the Communist Party, is legisla 
tive norm creation in a nonparliamentary manner 
allowed 


During the first quarter the decline in industrial produc- 
tion in Russia made up 25 percent. This 1s what should 
not be forgotten when discussing the course of reforms. 


First Congress of Refugees, Forced Migrants Held 
in Moscow 

9441-09364 Moscow NEZAVISIMAYA GAZETA 

in Russian 7 Jun 94 p 3 


[Article by Igor Rotar: “Attempts Are Being Made To 
Use Russian Resettlers as a Political Force: the First 
Congress of Refugees from the Near Abroad Is Over’ ] 


[Text] The first congress of refugees and forced resettlers 
from the near abroad took place in Moscow on 2-3 June. 
The Sootechestvenniki [Fellow Countrymen] Russian 
Foundation for Assistance to Refugees was the congress’ 
organizer. Present at the congress were more than 500 
delegates representing regional organizations from 
almost all of Russia. In essence, for the first time since 
the breakup of the Soviet Union, the refugees showed 
themselves to be an impressive and quite well organized 
force 


As Boris Sergeyeyv, chairman of the Fellow Countrymen 
foundation, reported to those present, even now, around 
600,000 refugees have been officially registered in 
Russia. However, 1n the foundation chairman’s opinion, 
the actual number of forced migrants is much higher, 
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since many of them are living illegally in the USSR’'s 
legal successor, According to Sergeyev’s estimates, in the 
next few years, the number of refugees from the outlying 
districts of the crumbled empire will exceed 6 million 
persons. 


Ihe retugees’ relations with the Russian authorities are 
far from ideal and the congress’ course demonstrated 
this fact conclusively once again. 


The tone of the speech of the Federal Migration Service's 
(FMS) administrator, Tatyana Regent, was “repentantly 
self-justifying’: “Our service 1s guilty of failing you, 
since it answers for both the government and the presi- 
dent and even for the dissolute parliament.’ The FMS’ 
administrator frankly warned them not to expect an easy 
life and that, in the future, things will be very difficult. 
The pessimistic notes which crept into Regent's speech 
did not stop her from trying to convince those present 
that the FMS’ activities cannot be considered useless and 
that her department 1s managing all the same to do 
something. According to Tatyana Regent’s assertions, 
several ministries and departments, under the guidance 
of the Ministry of Justice, are currently working on 
supplements to the laws previously adopted by the old 
Supreme Soviet on refugees and forced resettlers. The 
migration service 1s also advocating having the passport 
offices subordinated directly to 1t. which would make it 
easier for the refugees to obtain Russian citizenship and 
residence permits. Currently, a draft of a new Russian 
Land Code is being drawn up in the State Duma and the 
FMS wants to set up a special land fund for refugees and 
resettlers. The matter of the exemption of the refugees 
from taxes and the granting of preferential credits to 
them is being decided. Thus, as of | May of this year, 
refugee families consisting of three persons are being 
given interest-free credit in the amount of 3 million 
rubles for the construction of housing. The Russian 
Government 1s also holding talks with the CIS states 
about them paying compensation to the refugees, how- 
ever. in the opinion of the FMS’ administrator, the hopes 
for quick progress are slim. Tatyana Regent emphasized 
that Moscow’s financial and credit policies in the states 
of the near abroad are directly tied to the situation of the 
Russian-speaking populations in them. 


Unfortunately, the speech’s stressed sincerity and unof- 
ficial tone could not shake the skepticism of those 
present. It was enough to look at the delegates’ faces and 
to listen to the remarks from the audience to be con- 
vinced that they do not love Tatyana Regent here and 
they do not trust her department. 


This purely subjective impression was completely con- 
firmed by the congress’ resolution which the delegates 
also intend to send to Russia’s president. 


The delegates decreed that: 1. The rellow Countrymen 
foundation shall be recognized as the official interme- 
diary between the resettlement organizations and the 
Russian Federation Government, local organs of power 
and the various departments. 2. The subsidies from 
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Moscow for the construction of housing and enterprises 
for refugees should be sent to the Fellow Countrymen 
foundation, 


In essence, the congress’ decision transfers all the FMS’ 
basic functions to the Fellow Countrymen foundation, 
leaving for the state structure only the role of sponsor 


It is hardly worthwhile discussing now the how well 
founded the refugees’ grudges against the FMS officials 
are and how successfully the non-state foundation ts able 
to handle the official department's tasks. Something else 
is much more interesting: the refugees’ “condemnation” 
is being automatically transferred to the Russian author- 
ities as well, In fact, the FMS 1s the official structure and 
its disregard of the needs of the migrants (as they see 
themselves) is being identified with the position of 
Russia's leadership. 


And although currently, the Fellow Countrymen founda- 
tion’s leadership 1s not ceasing to emphasize that the 
organization is not pursuing any political goals—the 
temptation to win over to its side the hundreds of 
thousands of embittered people who “no longer have 
anything to lose” 1s extraordinarily great for all political 
parties. It is worth noting that the first such attempt has 
already been undertaken at the congress: the presidium 
received a note from delegates from Orel Oblast (one of 
the signatures belonged to the head of the FMS’ oblast 
division) with the suggestion that a board of trustees be 
established for the refugees under the chairmanship of 
Sergay Shakhray and that Tatyana Regent be appointed 
his first deputy. And even though the refugees voted 
down this proposal, no one knows how they will regard 
others. 


Official Data on Money Turnover in Country 
Questioned 

9441-09374 Moscow MOSCOW NEWS in English 
No 22, 3-9 Jun 94 pp I, 2 


{Article by Irina Demchenko: “Where Do People Get 
Money?”; first paragraph is introductory paragraph] 


[Text] The reality of Russia’s situation 1s probably much 
different from what is generally perceived. Developing 
and prospering parallel to the deep crisis of material 
production is a vast unregistered service sector. 


According to a widespread view, the slowing of the 
inflation rate in recent months ts caused by the more 
frequent nonpayment of wages and salaries at enterprises 
and organizations. This 1s confirmed by bank statistics 
which show that cash money circulation is falling in 
Russia. According to official data, real wages and real 
minimum pensions are decreasing, which, 1¢ 1s generally 
believed, account for 85-90% of the monetary income of 
the population. But according to the same data, real cash 
incomes of the population... grow (by 12% in four 
months of this year). Bank statistics register the growth 
of physical persons’ deposits. The personnel at currency 
exchange offices in Moscow testify that each day a great 
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‘Banks received the following sums from the sale of hard 
currency to Russia's citizens (billion rubles): / 2655 
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number of their clents convert rubles into dollars; the State Committee of Statistics of Russia on the volume of 
sums exchanges are frequently within the limits of the sale of foodstulls indicate the growth of the popula- 
average monthly earnings. Finally, the data from the tion’s solvent demand 





The Volume of Sales in Stores with Various Forms of Ownership and at City Markets was as Follows (in tons) 





March 1995 March 1994 April 1993 April 19994 
Reef 435.7 438 ] j j 418.4 
Pork 2551 163.5 | 342.5 
4 ; 
Jonled sausage 196.2 aT 68 213.7 
+ 
falf ked sausage 145.4 | 183.6 
Butte 153.8 ) 016 
\ il 4] 130.9 } 148 6 
\ | am 1¢ ) +O 185 
(h $5 4 x R7 
Suga $4 ¢ R6 
' |} 3 | 76.9 
18 x 28.6 
Ma ni S Sk0 
Pot 7, S63 SRT 0 
Vodka (thousand liters) 324 S07 286.4 
\ drawback to this table 1s the fact that its figures do not ludging by this data, di nd does not switch from more 
cover all of Russia. They show the volume of sales in xpensive foodstuffs to cheaper ones, for instance, from 
foodstuffs in an artificially limited number of stores and sausage and past! macaront and bread. Contrary to 
markets in only 132 Russian towns which the Statistics ihe generally accepted view. the cost of foodstuffs rela- 
Committee has observed for a number of vears. But this tive to the real wages of the population (minus taxes and 
data 1s comparable since the situation has been studied on a with a correction for the inflation index) has decreased 


by 13-15% on average. Contrary to the same view, the 


regular basis 
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growth of the sales of macaroni and bread does not 
exceed the growth of the sales of cheese, sausage, butter 
and meat. There was not even a complete switch to 
potatoes from private kitchen-gardens, and more pota- 
toes were bought in the trading network than a year ago. 
As for the decrease of the sale of vodka, this evidently 
testifies to the growth of sale outside stores 


Where do people get money? What do workers live on 
whose enterprises have not paid their wages for 3-6 


months? And, incidentally, whence such a growth of 


foodstuffs when the output of the food industry is 
officially stated as decreasing and the import ts falling? 


\ considerable number of Russia’s citizens have found 
alternative sources of subsistence which are not registered 
officially. Yurt Yurkov, Chairman of Russia’s State Com- 
mittee of Statistics, with whom we discussed this problem 
described these sources as “handicrafts” in the sense that 


they belong in the sphere of services: various kinds of 


repairs and construction, consultations, lectures and similar 
activities. Yurkov also expressed his doubt that the rate in 
the reduction of the index of the gross domestic product 
calculated by his committee on the basis of official data 1s 
close to reality. This 1s a truly historic statement, since it 1s 
the first time that the economist in charge of statistic 
agencies admits that his own conviction differs from official 
material which he himself publishes. The structure of the 
gross domestic product shows a sharp reduction of indus- 


trial output and an equally sharp increase of the share of 


retail turnover and paid services. The chairman of the State 
Committee of Statistics of the Russian Federation said that 
he feels that the share of paid services grows much faster 
than we record It. 


lhe cash turnover in the taxless sector of the economy 1s 
evidently not big enough so far that it can affect the 
inflation index in the country. Besides that, as Yurkov 
justly said, the money paid in this sector is really and 
truly earned. Here no products are produced which 
cannot be sold immediately and no services are offered 
which do not have a constantly enhanced demand. 


[he chairman of Russia’s Statistics Committee believes that 
the original financial source in the taxless sector of the 
economy are the incomes of participants in foreign- 
economic activity. The effectiveness of export operations 
compared to the extreme inefficiency of domestic produc- 
tion is accompanied, first. by the release of a considerable 
share of resources which were formerly processed in Russia 


and, second, by the transfer to foreign-economic activity of 


a considerable number of initiative and highly professional 
workers. Besides that the import of cheap food into Russia 
from and through ‘near abroad” countries which 1s not 
registered by official statistics has evidently proved profit- 
able. That is why stores have foodstuffs to offer despite the 
fact that officially registered imports and their domestic 
production are decreasing. The hearings on this subject 
conducted by the State Duma at the end of April showed 
that, following the introduction of new import tariffs, the 
state has been practically deprived of income from tmports 
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which have become tilegal and are mainly effected through 
the transparent borders of the “near abroad states.” 


The growing incomes of the participants in foreign- 
economic activity stimulate the domestic demand for 
high-quality and costly services in various sectors. The 
illegal character of profit is evidently one of the causes of 
the deep-going stratification of Russian society. To 
people who cannot declare the source of their incomes 
the speed of the use of money 1s probably a more 
important factor than effectiveness. They are threatened 
simultaneously by law-enforcement agencies and the 
criminal world, and that is evidently why consumption 
receives more than 1s required by rationalism and simply 
the norms of behavior 1n society. 


Persons servicing the thin layer of super-rich “new 
Russians” form the present ‘middle class’ (middle in 
the level of incomes) whose requirements are more 
modest but whose number is greater. Their requirements 
are, in turn, satisfied by less well-off categories of the 
population. The involvement in this chain allows a 
considerable number of our citizens to exist tolerably 
well and sometimes quite comfortably. Russia in fact 
continues to live on oil dollars, the only thing that has 
changed being the system of the distribution of incomes. 


A considerable number of people, continuing to be on 
the staff of enterprises which are “latent bankrupts,” 
have taxless sources of income which sometimes exceed 
the official, taxed earnings. A part of these incomes is 
converted into U.S. dollars, especially at the initial stage 
of redistribution, which are turned into rubles when 
required. The “junior serving personnel” of this sector, 
more inclined to keep their savings ‘in the sock,” on the 
contrary convert the surplus of earned rubles into dol- 
lars. The vast cash dollar turnover of the economy (it is 
assessed at about six billion dollars in Moscow) has 
allowed so far to support the appearance of relative 
financial stabilization in the ruble space. 


It is interesting to note from the psychological point of view 
that although the Russians treat US dollars as a means of 
payment, even preferable to rubles, they often do not regard 
them as money. Dollars are spent easier than rubles, as if 
they are not earned but fall from the sky, as bonuses did 
under Soviet power in addition to the main earnings. This 
ease of spending is probably one of the reasons for the 
incredibly high dollar prices of consumer goods in the 
Russian Federation. 


If this concept 1s correct, the overbalance of the “hand- 
icraft’ sector, which was absolutely untypical for former 
Russia, probably threatens us with much faster, sharper 
and irreversible changes than those with which we are 
ready to reconcile ourselves. Nor are any prospects 
visible in the event of the fall in demand for our 
resources on world markets or the exhaustion of these 
resources. 


The author offers her thanks to the Center of Economic 
Conditions for its kind assistance in the selection of 
statistical data. 
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POLITICAL AFFAIRS 


Plyushch on Regional Autonomy 


YAAK 13834 Kiev PRAVDA UKRAINY in Russian 
2 Jun 94 p 2 


lInterview with Ivan Stepanovych Plyushch, candidate 
for Ukrainian president, by Anatoliy Yeremenko; place 
and date not given: “Ivan Plyushch: The Donbass Is the 
Promising Area of Ukraine’’] 


| Text] Ivan Stepanovych Plyushch started his preelection 
trip with the Donbass. The position of the powerful 
industrial kray certainly will prove decisive in the cam- 
paign for the high post of president. It is clear that it is not 
particularly necessary to introduce the former Supreme 
Council chairman to the Donbass residents. Plyushch 
here, as however in all of Ukraine, is well-known and 
respected—for the wisdom and talent of the leader of a 
state, breadth of state thinking, and consistency in the 
defense of the interests of the people. 


Ivan Stepanovych visited the hospitable Donetsk land for 
two days—he met with miners of the mine imeni Abaku- 
mov, machine builders of the Buran plant, and the plant 
imeni Petrovskiy. He discussed problems of the coal 
industry with specialists of the Donetskugol association. 
We met late in the evening after his intensive visit to 
miners and an hour-long discourse with a television audi- 
ence on live TV. 

{Yeremenko] Ivan Stepanovych, as you correctly noted 
on the program, the programs of the aspirants to the post 
of president of Ukraine are similar in many ways. 
Concern about the individual worker stands out in each. 
The difference is only in the order of setting forth basic 
points. But there 1s also a principal difference. How do 
you see our state in the future: unitary or federative? It 
was two years ago that you said here in Donetsk that 
federalization 1s useful. At the same time, you empha- 
sized that if everything 1s done rapidly, this could lead 
only to damage. What do you think today? 


(Plyushch] | also think this now. First of all, it 1s 
necessary to clarify just what we want from federaliza- 
tion. What, are we attracted by a fashionable word? Is 
the main thing not to call an oblast an oblast, but 
precisely a land? But if we mean to delegate a significant 
part of power to the regions and local organs of 
authority, then | am for such a federation. I am for it 
with both hands. But 1f we want each region to consider 
itself independent from Kiev, then such a federation will 
give no benefit either to Kiev, or to our state. So let us 
decide the essence and not the form. 


My opponents claim that I, they say, am for full eco- 
nomic independence, but against political independence. 
But permit me to ask: What 1s economic and what is 
political independence. According to what methodology 
are they divided? It seems to me that economics 1s a 
continuation of politics, and that politics is a continua- 
tion of economics. Everything 1s closely interrelated. 
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And it 1s not necessary to absolutize and to politicize the 
problem. Really, by federation, | understand maximum 
independence in the resolution of the overwhelming 
majority of questions on a regional level. But the region’s 
connection with the state 1s implemented through a 
system of taxation and the structure of general state 
organs, and specifically: customs, force ministries, pro- 
curacies, courts, banks, and the credit-financial system. 
And there is no need to be afraid. Here 1s an appropriate 
case. For example, Donetskugol has established a depart- 
mental bank. It already has 16 branches and correspon- 
dent accounts in eight CIS countries and in a dozen 
countries of the far abroad. In turn, Prominvestbank and 
the National Bank are trying in various ways to keep it 
on a leash. The phenomena are understandable— 
authority 1s not given up that easily. But, nevertheless, 
however difficult it may be, Donuglekombank is oper- 
ating. And this, you will agree, 1s good. Owing to the 
bank, the association 1s resolving many production ques- 
tions, and it is becoming like a state within a state. So 
then, is this separatism? I see here an economic indepen- 
dence that is an obligatory element of federalization. 


[Yeremenko] How do you assess the conference of 
leaders of the border oblasts of Ukraine and Russia that 
is being held in Donetsk? 


[Plyushch] The meeting, and this 1s the third of its kind, 
is very necessary. It promotes the development of com- 
munications and turning out suitable legislative acts 
concerning border oblasts, and the establishment of clear 
borders, as in the whole civilized world. It 1s time to 
move from words to action. A world, Asiatic, and 
various markets exist. Why should a mutually profitable 
market of CIS countries not work? Who is prohibiting it? 
I was at the Buran plant yesterday—in two and a half 
months—it is simply fantastic! It created a new mining 
machine that is on the level of the best world models. I 
asked—where did you get the parts’ It turns out that 13 
percent are from the far abroad, 18 percent are Russian, 
and the rest are ours. And how are you cooperating with 
Russia, I inquired of the director? Normally, he 
answered. You, in the newspaper, must especially empha- 
size something that has been pretty well forgotten: He 
who wants to do, finds the means, but he who does not, 
finds excuses. 


Of course, it 1s necessary to help the coal industry, but 
the main thing 1s to at least not interfere. The develop- 
ment of Donetskugol under the difficult conditions of a 
general crisis demonstrates this well. The Donbass 1s our 
extremely promising region. And strengthening its eco- 
nomic equal rights relations with Russia will undoubt- 
edly only accrue to the benefit of all of Ukraine. 


(Yeremenko] Ivan Stepanovych, what are your political 
sympathies, and who are you counting on during the 
elections? 


[Plyushch] I am counting on our people, on their 
common sense. 
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.. The time of the meeting passed imperceptibly. Ivan 
Stepanovych’s extended journey led to Zaporozhye. It 
seems that he departed Donetsk, having received fairly 
good support. The miners of the Donetskugol associa- 
tion alone submitted almost 25,000 signatures in his 
behalf. 


Hrynyov Gives Center Bloc Election Stance 
944K 14394 Moscow OBSHCHAYA GAZETA 
in Russian No 22, 3 Jun 94 p8 


[Interview with Volodymyr Hrynyov by OBSHCHAYA 
GAZETA correspondent Arkadiy Romm, place and date 
not given; under the rubric “Image”: “Centrists Hope To 
Take Kiev’| 


[Text] Volodymyr Hrynyov's name is not on the list of 


Ukrainian presidential candidates. A politician popular in 
the republic, in the recent past deputy chairman of the 
Ukrainian parliament, today he is busy organizing the 
election campaign of his confederate in the Interregional 
Reform Bloc—Leonid Kuchma. Of course, in the event 
Kuchma wins, Hrynyov can count on a leading role in the 
new Kiev leadership. What ideology does the “Kuchma 
team” preach; what will its advent to power mean for 
Ukraine, for Russo-Ukrainian relations—this ts the topic 
of our OBSHCHAYA GAZETA correspondent’s intervicw 
with Volodymyr Hrynyov. 


{Hrynyov] Within a few months we will have to decide 
what kind of state we are building. I personally feel that 
we are at a ‘“fork”—we can still slide back into the 
totalitarian past, or we can move toward a civilized 
society. The state that is currently being built, 1n my 
opinion, was “designed” extremely poorly. Especially 
unsuccessful was the system of interaction between the 
center and the regions. We, those who live in Ukraine, 
fee! how strong regional instability 1s. The same may be 
said about the economic crisis. No matter what current 
acting Prime Minister Yefim Zvyahylskyy tells us, in 
reality production is declining, hidden unemployment 
flourishing, and social tension growing. In short, the 
economic situation differs a lot from the blissful 
appraisal. 


[Romm] Do you see the way out of the crisis? 


[Hrynyov] We need a centrist party. Which ts precisely 
what we are setting up on the basis of our Interregional 
Reform Bloc. It would appear that the old parliament 
did everything possible to prevent political structuring: 
The law on elections does not envisage any party lists. 
But the process of precisely this kind of structuring 1s 
currently underway in the parliament. It reflects a public 
need—the peak of the ‘“‘antiparty mood” is behind us; 
the time has come when people have accepted the idea of 
parties pursuing a certain ideology. Today the commu- 
nist and socialist parties, as well as Rukh, show that there 
is no other way. 
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{Romm] Since your confederate in the bloc 1s a presi- 
dential candidate, it is obvious that your party presents 
itself as a presidential party, is it not? 


[Hrynyov] A president who does not have a base in a 
certain political force does not have a chance of gov- 
erning society. This is clear in the example of Leonid 
Kravchuk, who in his search for support jumps from 
Rukh to the socialists. One can also see it in the example 
of our government, which is in a “suspended state.” Yes, 
our party thinks of itself as a presidential party: its 
program tasks are market reform of the Ukrainian 
economy (because we do not have a market); transition 
to an open civil society; and the creation of a multina- 
tional state with a federative lands structure. 


{[Romm] You are frequently accused of being circum- 
spect toward Moscow. 


{Hrynyov] Yes, Kuchma and I are being accused of 
betraying national interests. | am convinced, however, 
that an attempt to create some sort of a phenomenon of 
fast integration with Europe is precisely the way to lose 
our independence. For me, orientation toward Moscow 
is the only way to survive. If Ukraine now gives up the 
Eurasian market, within whose framework its economy 
may rise to a civilized level, this will represent a cata- 
strophic failure of our foreign policy. It can be avoided 
only by aligning with Moscow—without groveling before 
it, of course. 


{Romm] How probable is it that Leonid Kuchma will 
win the next presidential elections? 


{[Hrynyov] Kuchma currently has the best chance. As 
compared to the closest rival, Leonid Kravchuk—a five- 
to-three chance. But Kravchuk has been rather confi- 
dently gaining points lately. He is conducting a well- 
calculated election campaign. Our forecast is that these 
two candidates will undoubtedly make it to the second 
round, and almost neck to neck at that. 


{Romm] Are you sure that the elections will not be 
postponed? 


[Hrynyov] Parliament will not have enough muscle to 
vote against the elections. 


[Romm] How do you and your confederates in the 
Interregional Reform Bloc appraise the Crimean situa- 
tion and the causes that brought it about? 


{[Hrynyov] I already mentioned the degradation of our 
economy, a poorly chosen strategy for the organizational 
development of the state, imposing administrative 
models that are alien to the regions. All these factors 
caused the Crimean crisis. Although Russian politicians 
contributed their share to this issue as well. 


According to the Crimean constitution in its 1992 ver- 
sion, Crimea is a sovereign state and builds its relations 
with all states on the basis of treaties. It may sign such a 
treaty with Ukraine and remain part of it, as Tatarstan 1s 
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in Russia. If the Crimean leadership, with popular sup- 
port, goes all the way, though, 1n the best-case scenario 
the outcome will be secession, and in the worst—the 
blood of hundreds of thousands of people. 


In our Opinion, the Crimean problem may be absorbed 
by the problem of Russo-Ukrainian rapprochement. Not 
to. long ago a meeting of Russian and Ukrainian politi- 
clars took place in Kharkiv. We undertook to develop an 
ideology of strategic cooperation in time for the Sep- 
tember mee’ vg: 1t must be reflected in a joint document 
to be adupted by the governments of both countries. 


| stay in contact with the Crimean Government and | 
know that everybody there 1s aware of this: If Crimea 
remains in this suspended state for another half a year— 
with people being afraid to travel there and everything 
being extremely tense—this will be a fiasco for the 
Crimean authorities. Destabilization of the situation in 
in the interests of either Ukraine or 
Russia. therefore. it will be supported from different 
sides. Crimea should become a bridge between our 
states, not a bone of contention. 


the Crimea is not 
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Professor M. Kyriyenko. doctor of economic 
Ihe Three Ps of Leonid Kravchuk: Inconsis- 
sion. Indeterminateness” ] 
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sno longer a secret for anyone that Ukraine is 
unprecedented economic crisis, which 
in terms of its consequences and losses 1s tantamount to 
agreat war. The inept former parliament and a president 
who procrastinates for years have brought this about. 

ating the necessary conditions to develop 
production and ensure an improvement in the welfare of 
t lowing the proclamation of indepen- 
nt and the power structure have done 
evervthing in order to cause in the country economic 


4 
on the brink of an 


chaos and an extraordinary crisis, the like of which 
nobody in the world has experienced. There has been a 
lot of twaddle under the leadership of the president; 
ietually. everything has been done in order not to 
approve a new democratic Constitution, which would 
have set the direction for building the state and codified 


of the people. rather than the bureau- 
ratic power structure. The people remain deprived of 
their rights and reduced to despair and misery in an 
aine under President L. Kravchuk, just 


the Suprema 


independent Uk: 


as they previously were under Stalin’s and Brezhnev’s 
ul 

Now that the holding of the 26 June presidential election 
is drawing nearer, the president and his entourage are 


thing so that the election will not be held. 
fhe president understands that a new stage of building 
coming which calls for a new strategy and 

a renewal of the confidence of the people. 
tal fear of the election, which will 


| 
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amount to the verdict of the people for the woes and 
misery that they have brought down on the people. The 
political ““dodges” of the president were revealed to the 
fullest extent in a conversation with journalists during 
his visit to the editorial office of the newspaper 
KIYEVSKIYE VEDOMOSTI, in other presentations, 
and in his address to the new parliament. 


On 20 February of this year, Leonid Makarovych 
announced his decision not to take part in the next 
presidential election on a Radio Liberty program. The 
president stated: “My participation in the election 1s 
infeasible, as is the election itself.” 


The predominant motif in all presentations of the pres- 
ident is: The election should be postponed until a new 
Constitution 1s adopted and until the powers of the 
president and the government are defined. This begs the 
question: Who prevented the president from recom- 
mending that the parliament develop and approve a new 
Constitution, using the mandate of people’s confidence, 
which the president to my mind does not justify? Was 
there not enough time? 


There was time. In the process, the president could have 
displayed the kind of determination he did in order to 
destroy the USSR in Belovezhskaya Pushcha, referring 
to the people’s mandate and the Independence Declara- 
tion. 


The president has started to worry about the constitu- 
tionality of the election. If we proceed from the need for 
the new parliament to restore the absolute sovereignty of 
the people, rather than the power structure, the election 
will be constitutional in nature. The election will affirm 
the superiority of the power of the people who have been 
reduced to starvation and poverty, the people whom 
some are already calling “brutes.” Each candidate for 
president will present his program, which will outline the 
key state-creating democratic provisions that will later 
be contributed to the development of a democratic 
Constitution of the independent state. 


As President L.M. Kravchuk was signing the Election 
Law, he believed that this law was not for him: “This was 
unacceptable for me.” “‘As I signed the law, I knew what 
I was doing, but even then I made the decision for 
myself: It was not for me.... It was required by strikes and 
political demands.” [preceding statements by Kravchuk 
given in Russian in the original] Such 1s the attitude of 
the president toward the law. The will of the people may 
be frivolously toyed with. None other than the president 
has talked repeatedly about the creation of a rule-of-law 
state in which the law should be complied with by each 
citizen, from the president on down to the lowly clerk. 


The president is intimidating the parliament with the 
fact that the entire responsibility will devolve to it if it 
confirms the decision of the former Supreme Council, 
because that parliament does not exist anymore. It 1s not 
a secret to anyone that L.M. Kravchuk wishes to keep 
himself as president and his bankrupt bureaucratic- 
administrative system as long as possible. Leonid 
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Makarovych maintains that a president with unknown 
powers may be elected, whereas differing interests of 
diverse regions of Ukraine exist, which may bring about 
a confrontation. 


To my mind, the people will be able to assess the 
programs of all candidates for president through the 
election—programs that could unite the fundamental 
interests of the people of Ukraine in the east and the 
west, and in the south and the north alike. The early 
election of the president and local councils on 26 June 
will allow the people of Ukraine to reveal their genuine 
will and give them an opportunity to elect such a 
president and such local organs that will be capable of 
making Ukraine intc a civilized state. 


Place of New Wave in Local Politics Viewed 
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[Article by Yuriy Kuryanovych: “New Wave—a Breeze 
or a Tidal Wave?” 


[Text] Lvov—The “TV—Brand-New Minute” sticker 1s 
affixed to the TV set at the headquarters of New Wave. 
This points symbolically to the young age of the organi- 
zation and the average age of its members. However, the 
poetic name New Wave has a strictly political implica- 
tion, which is determined by the formula: New ideas for 
the society, new elite for the authorities. 


The Forerunner 


The “wave” rippled through the political surface of the 
Lvov area on 15 February of this year. The idea came to 
Mykhaylo Kosiv and was very simple: to unite the 
people with democratic views for participation in the 
election, with no regard to party affiliation or indepen- 
dent status. The project was supported by Mykhaylo 
Kosiv’s colleagues in the parliament—Ihor Hryniv, 
Viktor Pynzenyk, Taras Stetskiv, and Thor Yukh- 
novskyy. Young people—Levko Zakharchyshyn, Yuriy 
Kolotiy, Thor Koliushko, Oleksandr Kryvenko, 
Oleksandr Pavlenko, and others—joined the well-known 
politicians. For politicians from these circles, the partic- 
ipation of New Wave in the election was determined by 
two tasks: to get its candidates elected to the Supreme 
Council and to coordinate the pre-election efforts of the 
1ational-democratic center (first of all, New Wave. the 
NRU [People’s Rukh of Ukraine], and the URP [Ukrai- 
nian Republican Party]) in order to have as many 
democratic deputies elected as possible. 


Out of 11 candidates on the New Wave list, four were 
elected to the parliament (we do not count Mykhaylo 
Kosiv, who was officially registered as an NRU member, 
but do include in this number Thor Yukhnovskyy, who 
was nominated by New Wave, although he later left it). 
The average number of votes given for one New Wave 
representative was 16,100 (followed by the KUN [Con- 
gress of Ukrainian Nationalists]}—16,000, the NRU— 
15,300, the UNA [Ukrainian National Assembly |— 
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9,100). Most of the New Wave members who lost the 
election ranked among the top five candidates in their 
districts. New Wave has a long “second string,” which, 
in the absence of leaders already elected to the Supreme 
Council, may play in the local elections. 


However, it would hardly be correct to give credit for a 
measure of New Wave's success in the election solely to 
the organization. The seats were won primarily by those 
who have well-known political names (with the excep- 
tion of Thor Koliushko). That little-known New Wave 
members who, in terms of their potential, are worthy of 
a seat, were not elected may be put down as a demerit to 
the association precisely as an organization. 


New Wave has virtually failed to accomplish its second 
task—to consolidate national-democratic forces. As 
Yuriy Shveda, the chairman of the New Wave secre- 
tariat, said in a conversation, the Ukrainian Republican 
Party resolved to act on its own and, judging by the 
result, clearly overestimated its potential. Contacts with 
Rukh were more fruitful; in some districts, the NRU 
acted in concert with New Wave, although the latter 
itself compromised more frequently, perhaps even to the 
detriment of its own interests. In four districts, the Rukh 
people, while not running their own candidates, did not 
place the nominees of New Wave on their support list; in 
another four districts, New Wave and Rukh competed 
against each other. 


The election has objectively determined the place of 
New Wave among the leading political forces of the 
region: the NRU—292,000 votes, the KUN—239,000, 
New Wave—177,000, the URP—134,000, the UNA- 
UNSO [Ukrainian National Assembly-Ukrainian Peo- 
ple’s Self-Defense Forces]—103,000. These “big five,” 
having won approximately 58 percent of the votes of the 
total number of the voting electorate and more than 82 
percent of the votes given for candidates with a party 
affiliation, will undoubtedly determine the political 
reality of the Lvov area in the immediate future. 


This electoral analysis prompted the organizers to con- 
sider the feasibility of New Wave not only as an electoral 
association, but as a permanent political organization. It 
was registered on 6 May of this year, and on 9 May. the 
first convention of the New Wave public organization 
was held. kiowever, will New Wave be of strictly regional 
significance? To answer this question, let us add a few 
Strokes to its portrait. 


The Magnitude and the Direction 


New Wave 1s a public organization, but its registration 
document specifies that it aims to participate in the 
political process. In the words of Yuriy Shveda, it does 
not desire to become a party, because party discipline 
and hierarchy scare away the intellectual elite who do not 
wish to subordinate their thinking and actions to firm 
party norms. Finally, the status of a public organization 
makes it possible for members of parties to participate in 
it without quitting the parties. Members of the PDVU 
[Party of the Democratic Revival of Ukraine]. the 
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“Green” Party, the Social-Democratic Party, the Repub- 
lican Party, the Congress of Ukrainian Nationalists, and 
the Union of Officers of Ukraine will run for New Wave 
in the local election. 


As of the moment it was founded, New Wave numbered 
152 members. The Council, consisting of Mykhaylo 
Kosiv (chairman), Ihor Hryniv, Ihor Koliushko, Viktor 
Pynzenyk, Taras Stetskiv, and Yuriy Shveda (chairman 
of the secretariat—New Wave's working organ), 1s the 
leading organ of the party. Rayon organizations have 
been formed in Gorodok, Kamenka-Bugskaya, Zhi- 
dachev, and Dublyany. New Wave allows collective 
memberships; requests have already been filed by the 
Union of Architects of Ukraine and the Oblast Associa- 
tion of Handicapped. According to Shveda, in the imme- 
diate future the Association of the Left and the Student 
Fraternities of the Polytechnical Institute and the For- 
estry Institute may join New Wave. Yuriy Shveda 
responded thus to the question of whether the organiza- 
tion 1s to be a mass or an elitist one: ““We would like our 
ideas to spread and enjoy mass support; in turn, this 
would give us an opportunity to implement our ideas 
through the parliament. Our attitude toward the quali- 
tative composition of the organization is very discrimi- 
nating, and we will prevent its penetration by the under- 
class in every way. This 1s not to say that the path to the 
organization is closed for workers or peasants. Admis- 
sion to New Wave is not made contingent upon one’s 
education and social status.” 


As Yuriy Shveda said. New Wave is a_ national- 
democratic organization of a centrist, liberal orientation, 
although social-democratic views will also be manifested 
in it. New Wave believes that a transition to capitalism 
will have to be made sooner or later, and proposes to do 
it urgently in order to overcome the crisis sooner. Its 
main programmatic principles are to build up an inde- 
pendent Ukrainian state, develop a democratic society, 
and carry out immediate, profound economic reforms. It 
is important that New Wave does not restrict itself to 
programmatic slogans, but also has substantial studies, 
in particular, an economic reform program developed 
under the guidance of Viktor Pynzenyk. As far as the 
notion of national democracy 1s concerned, said Shveda, 
there are organizations that stress the first part of this 
combination of words, whereas others stress the second 
part. For its part, New Wave strives to organically 
combine them. 


Allies 


The New Wave leaders count among such the national- 
democratic organizations with a centrist orientation, 
primarily Rukh and the Ukrainian Republican Party, as 
well as the Congress of Ukrainian Nationalists, which, to 
the mind of Taras Stetskiv, while based on nationalist 
ideology, is not an extreme force on the pattern of the 
national-radicals. Yuriy Klyuchkovskyy, chairman of the 
Rukh Lvov Regional Organization, and Oleh Pavlyshyn, 
chairman of the URP Lvov Oblast Organization, fully 
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agree that it 1s feasible to form a bloc of New Wave- 
NRU-URP-KUN (with the addition of smaller organi- 
zations—the DemPU [Democratic Party of Ukraine], 
the PZU [Green Party of Ukraine], the SDPU [Social- 
Democratic Party of Ukraine]). However, attempts to 
form a bloc have already run into insurmountable obsta- 
cles now, before the local election. Yuriy Shveda thinks 
that the position of the leaders is at issue, their desire for 
their own organization to be the leader in the bloc. Oleh 
Pavlyshyn put the problem [word illegible] down to 
contradictions in attitudes toward certain candidates in 
elections, but upon reflection noted that competition for 
the greatest influence, which cannot but occur among the 
leading forces, is also to blame. Ivan Hubka, chairman of 
the leadership of the KUN Lvov Oblast Organization, 
considers Rukh and the URP possible allies, although he 
complains about misunderstandings during the pre- 
election coordination of candidacies. As far as New 
Wave is concerned, to his mind, it does not have a 
national enough orientation. On the contrary, Rukh 
leader Yuriy Klyuchkovskyy believes that New Wave 
has shown itself to be a sufficiently national organiza- 
tion. If we sum up the positions of party leaders, it is easy 
to come to the conclusion that there are no fundamental 
obstacles to forming a bloc. However, small differences 
are frequently impossible to overcome if the leaders are 
not prepared to compromise for the sake of pooling their 
efforts. 


Non-Allies 


As Shveda and Koliushko said, New Wave will not 
cooperate with the left (i.e., the Socialists and Commu- 
nists) and the extreme right (the All-People’s Rukh of 
Ukraine, the Ukrainian Conservative Republican Party, 
the Ukrainian National Assembly, the Social-National 
Party of Ukraine), as a result of ideological differences. 
The attitudes of the right and the left toward New Wave 
differ. Yuriy Shukhevich, chairman of the UNA, called 
New Wave and the PDVU organizations that are hostile 
to Ukrainian nationalism and, correspondingly, the 
UNA. Oleksandr Holub, first secretary of the CPU 
[Communist Party of Ukraine] oblast committee, 
describes New Wave as a “bourgeois-democratic” orga- 
nization, but does not rule out the possibility of cooper- 
ation, noting that New Wave has bright political person- 
alities. 


New Wave and the Local Authorities 


The attitude toward the local authorities 1s very critical. 
Yuriy Shveda believes that most local organs of power, 
especially in the oblast, are organs that have become 
“self-contained,” are not in touch with the public, and 
look after their own corporate interests in order to keep 
their positions. To Shveda’s mind, the authorities have 
failed to create conditions for the economic develop- 
ment of the oblast and have turned out to be incapable of 
the substantive analysis of the condition of the economy 
and the preparation of programs for its optimum devel- 
opment. Such pronouncements differ from the position 
of the URP, which has nominated the current chairman 
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of the Lvov Oblast Council, Mykhaylo Horyn, to that 
position. For its part, New Wave suggests that the voters 
vote for Stepan Pavlyuk, the director of the Ethno- 
graphic Institute and a former Supreme Council deputy. 
The KUN supports Myroslav Senyk, chairman of the 
state property fund. Rukh is to make a determination at 
the next meeting of the regional council on 7 June and 
choose between the two candidates, Senyk and Pavlyuk. 
However, the three organizations—New Wave, the 
NRU, and the KUN—have agreed on the candidate for 
the position of mayor of Lyvov—on Rukh member Vasyl 
Kuybida. This indicates that the positions of New Wave, 
Rukh, and the Congress of Ukrainian Nationalists are 
drawing closer and opens prospects for closer coopera- 
tion during the election. For its part, the URP has 
altogether broken away from them, its leadership has 
resolved in agony (by a vote of seven to five) to support 
for this position URP member Semkiv, sympathy for 
whom has, incidentally, also been announced by extreme 
right radicals. 


In addition, New Wave has nominated its candidates for 
the oblast council in 36 districts, and for the city council 
in 47 districts. 


New Wave and the Supreme Council 


Ihor Koliushko responded in the affirmative to the 
question of whether the members of parliament who ran 
for New Wave consider themselves its representatives in 
the Supreme Council. A group of New Wave men— 
Viktor Pynzenyk, Taras Stetskiv. and Ihor Koliushko— 
joined the Reforms parliamentary group: Mykhaylo 
Kosiv joined the NRU faction, and Ihor Yukhnovskyy— 
the Statehood group. Undoubtedly, New Wave nomi- 
nees are sufficiently prominent figures not to be lost 
amid the mass of deputies. There is a different question: 
Will they proclaim themselves to be New Wave repre- 
sentatives? This may be of fundamental significance if 
New Wave does not intend to remain a mere regional 
organization. 


Prospects 


Will New Wave remain a regional organization, or will it 
strive for an all-Ukrainian status? Yuriy Shveda noted 
that relations are already being established with organi- 
zations whose views are close to New Wave in Ternopol, 
Ilvano-Frankovsk, and in the Khmelnitskiy and Zapor- 
ozhye areas. lhor Koliushko believes that the creation of 
an all-Ukrainian organization is possible primarily on 
initiative from below rather than ‘ ‘center, and in 
the long term such a process is ¢ stic. One thing 
is indisputable’ The future veic.. ne organization 


that will be able to unite centrist, natronal-democratic, 
and democratic currents in various regions of the state. 
To date, there has not been such an organization in 
Ukraine—all political forces are of a monoregional, and 
therefore marginal nature. Does New Wave constitute an 
attempt to contradict this rule? 
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ECONOMIC AFFAIRS 


Lvov Oblast First Quarter 1994 Sociveconomic 
Statistics 
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[Report of the Lvov Oblast Statistical Administration: 
“The Year Began Badly. We Have To Save Ourselves!”’] 


[Text] In the first quarter of 1994, social production 
declined, labor productivity decreased as the number of 
people holding jobs fell, and the rise in price increases was 
slowed down but not halted. 


The Decline Continues 


Compared with las: year’s first quarter, industrial output 
in Lvov Oblast fell by 43.3 percent as against a 1.9- 
percent drop in the first quarter of 1993 and a total 
decrease of 15.9 percent for 1993 as a whole. Although 
the decline in industrial production was even greater in 
some regions (output in Kherson, Luhansk, and Volyn 
Oblasts fell to less than half the previous level), this rate 
was lower for Ukraine as a whole, averaging 38.4 per- 
cent. 


Industrial output fell at 389 enterprises. which accounts 
for 82.8 percent of all the oblast’s enterprises. Only 
Radekhiv and Sambir rayons managed to maintain the 
same production volumes as in the first quarter of 1993. 
Labor productivity in the oblast fell by 38.5 percent 


The main reason for this unsatisfactory state of indus- 
trial production is the nonpayments crisis, which makes 
it difficult for enterprises to obtain the necessary raw 
materials and material and technical supplies on the one 
hand and, on the other hand, to sell their output. 


The largest drops in output occurred in the fuel industry, 
at enterprises of the chemical and petrochemical indus- 
tries, and in machinebuilding and metalworking. Among 
the principal kinds of machinebuilding products, only 
the production of woodworking machine tools rose. The 
output of metalworking tools and agricultural machinery 
fell by 80 to 90 percent, that of automatic loaders, buses, 
and gas ranges to one-third of their previous level, and 
production of forging and pressing equipment, medical 
equipment, and pipeline fittings to less than half. The 
production of all kinds of building materials decreased: 
cement, bricks, precast reinforced concrete constructions 
and components, ceramic tiles, seft roofing materials, 
window glass, and ceramic plumbing fixtures. The 
output of the timber, woodworking, and pulp and paper 
industry fell substantially. 


The worst aspect of this is that industrial enterprises are 
unable to introduce the latest scientific-technical 
advances into production, which restricts their ability to 
increase labor productivity. Thus, only 27 new techno- 
logical processes (including three low-waste, resource- 


conserving, and waste-free processes) were introduced in 
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the first quarter. This 1s a decrease of nearly 50 percent 
as compared with the same period in 1993. The produc- 
tion of 247 new kinds of industrial products has been set 
up, which constitutes a drop of 36 percent, as compared 
with last year. 


Things Are Also Bad in the Social Sector 


The sale of livestock and poultry for slaughter fell by 34 
percent as against the first quarter of last year, milk 
production—/7 percent, eggs—26 percent. Average milk 
yield per cow amounted to 465 kg, or 6 kg less than in 
January-March of last year, in contrast to a rise of 11 kg 
in Ukraine as a whole. Average egg yield per chicken 
totalled 34 eggs—a decrease of eight eggs per chicken, as 
compared with last year. 


At the beginning of April of this year, the number of head 
of meat cattle (including cows) at agricultural enterprises 
totalled 533,300, which is 9 percent less than on the same 
date last year. The number of cows, hogs, and poultry 
dropped. During the first three months of this year, the 
oblast’s agroindustrial entities sold the population 
26,400 piglets and 45,800 head of poultry—a 1 5-percent 
increase over the same period last year. 


Since the beginning of the year, agricultural producers, 
inclu ng those with subsidiary plots and private farms, 
sold ine state 20,800 metric tons of cattle and poultry in 
liveweight, 50,400 metric tons of milk and milk prod- 
ucts, and 26.1 million eggs. These figures are also lower 
than last year’s. 


There Is Less Fuel, but Sowing Is Progressing at a 
Faster Pace 


In the period between January and March of this year, 
collective and state agricultural enterprises received 
20,600 metric tons of diesel fuel, or 8 percent less than 
during the corresponding period last year, and 8,400 
metric tons of gasoline (44 percent less than last year). 
The amount of available diesel fuel on the date of this 
report was 6.900 metric tons, or 27 percent less than last 
year, and of gasoline—2,600 metric tons, or 52 percent 
less. 


The oblast’s farms are sowing spring crops at a much 
faster pace than last year. By 25 April, they had sown 


174,900 hectares of land, including 88,300 hectares of 


grain and pulse crops (excluding corn), 34,500 hectares 
of sugar beets, 7,600 hectares of fiber flax, and 3,900 
hectares of potatoes. 


There Is Too Little Investment 


Capital stock valued at 162 billion karbovantsy has been 
put into operation in the oblast. Capital investments 
amounted to 671 billion karbovantsy, which 1s 29 per- 
cent less than during the same period last year. State 
capital investments account for four-fifths of the total 
sum. Spending on construction has increased nearly 60 
percent as against the relevant period last vear. 
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Only 9 percent of the state funds were channeled into the 
creation of the active portion of fixed capital, which 
attests to the low degree of effectiveness with which these 
funds were used. Almost half the funds were spent on the 
construction of social and consumer facilities and 
housing. This indicator for Ukraine as a whole averages 
45 percent. 


The share of capital investments derived from central- 
ized sources of financing, which make up !|7 percent of 
the total volume, 1s continuing to fall. Building organi- 
zations using their own resources performed jobs under 
contract at agreed-to prices in the total amount of 546 
billion karbovantsy. Compared with the same period last 
year, the volume of work has decreased by 33.3 percent. 
The rate of housing construction is falling. 


Transport Is Laid Up 


The main territorial enterprise of the Lvov Railroad 
system shipped 3.4 million metric tons of freight during 
the first quarter, or 31.9 percent less than during the 
same period last year. The amount of freight shipped was 
7.5 millon metric tons, or 38.1 percent less than last 
year. The amount of freight dispatched by all railroad 
transport in Ukraine dropped 35 percent. Less freight 
(by 35.9 percent) was also unloaded. 


Motor transport carried only half as much freight as 
during the first quarter of the preceding year, while 
passenger traffic did not drop substantially. The main 
reason for a rise in motor transport stoppages was a lack 
of fuel and freight. 


Air transport has become almost inaccessible: 54.5 per- 
cent fewer passengers were transported and 82.4 percent 
less freight. 


During the first quarter of this year, pipelines carried 
1,739,000 metric tons of oil. Of this amount, 1,700,000 
metric tons was oil that passed in transit through the 
oblast on its way to West European countries. 


Communications enterprises earned 118.7 billion karbo- 
vantsy from their principal activity, including 21.3 bil- 
lion karbovantsy from the sale of services to consumers. 


But Wages Are Rising 


Compared with the first quarter of last year, the total 
amount of nominal personal monetary income in the 
oblast increased 29.9-fold (24.5-fold in 1993, as against 
1992). Wages and other income from enterprises and 
organizations accounted for nearly 67 percent of the 
total sum of personal monetary income (as compared 
with 58 percent in the first quarter of 1993). The season 
for this is that the growth of funds channeled into 
consumption at enterprises in the state sector of the 
economy outstripped other sources of monetary income. 
Average monthly per capita income in the first quarter of 
this year was 713,900 karbovantsy, and the average 
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monthly wage was 668,900 karbovantsy. These amounts 
were 40 and 39 times greater, respectively, than in the 
first quarter of last vear 


However, the cost of consumer goods and paid services 
has increased 54.7-fold. Stull, the growth of prices and 
rates of goods and services has slowed down somewhat 
for the first time in the past two years: in January (as 
against the preceding month), prices and rates rose by 
17.7 percent, in February—by 13.6 percent, and in 
March—by 3.2 percent 


Prices of agricultural products as a whole fell at Lvov 
markets by 3.2 percent. Livestock product prices 
dropped by 6.1 percent, while produce prices rose by 
30.7 percent. 


And There Is Something Left To Put Away in a Sock 


The total amount of money spent by the oblast’s popu- 
lation during the first quarter, as recorded by the finan- 
cial system, increased 27-fold. as compared with the 
relevant period of last year. This sum was lower by 276 
billion karbovantsy, or 9.1 percent. than the total 
amount of monetary income. The total volume of reta1l 
goods turnover also rose, although the supply of goods 
fell by 40.9 percent, including by 67.5 percent in the 
consumer cooperatives. (The total volume of retail goods 
turnover in Ukraine as a whole fell during this period by 
47.6 percent.) 


Consumers bought more food products and fewer non- 
food consumer ttems. They economized on ot], marga- 
rine, confectionary and sausage products, meat and 
poultry. canned fish, butter, and even bread. Only half as 
much bread was sold as before; it 1s obviously not being 
used to feed pigs 


Revenues from paid services amounted to 474.4 billion 
karbovantsy. The volume of these services exceeded the 
volume sold during the corresponding period of last vear 
by a factor of 54.1. but dropped by percent in 
comparable prices. (The volume of paid services in 
Ukraine as a whole fell by 17 percent during this period.) 


The Industry of Prosperity Is Losing Ground 


Local production of consumer goods is largely respon- 
sible for the critical situation in the consumer market 
The volume of consumer goods produced in the first 
quarter of 1994 (in wholesale factory prices) was valued 
at 3.3 billion karbovantsy, or 4,365 percent less than 
during the same period last vear. In Ukraine as a whole, 


the output of consumer goods decreased an average of 


3.962 percent. Lvov Oblast. which until quite recently 
ranked first [in consumer goods production], has now 
dropped to fifth place (following Donetsk, Zapor- 
izhzhya, and Kharkiv Oblasts and the city of Kiev) 


Production in all groups of goods has fallen, especially 
woolen and silk fabrics, nonwoven materials, knitted 
underwear and other knitted apparel, sown products, 
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leather footwear, hosiery, textile haberdashery products 
Ihe output of children’s products decreased three- to 
eighttold 


There has been a significant drop in the output of 
television sets—threefold; mopeds—6.9-fold; children’s 
bicycles—2.1-fold, jewelry products—3.8-fold, house- 
hold chemical agents—2.2-fold: and furniture—1.8-fold. 


The output of almost all principal food products has 
dropped, except for high-fat cheeses and baking yeast. 
There has been a significant decrease in the production 
of meat (37.1 percent), canned fruits (42.3 percent), 
cereals (29.7 percent), macaron: products (49.4 percent), 
margarine products (49.7 percent), nonalcoholic bever- 
ages (46.2 percent), confectionary products (32.6 per- 
cent). 


Privatization Is Being Stepped Up... 


By | January 1994, 322 state and municipal objects had 
been privatized, while. yust in the first three months of 
this vear, 162 objects were privatized. Of this last group, 
27 passed into full private ownership, 134 are now 
collectively owned, and one has a mixed form of owner- 
ship. The privatization of the state housing fund 1s being 
conducted at a faster pace. During 1993 and the first 
quarter of this year. more than 41,000 state-owned 
apartments and single-residence buildings passed into 
private ownership (11.1 percent of the total number of 
apartments in the state housing fund). Nearly 95 percent 
of these apariments (38,900) were privatized without 
payment, on preferential terms, or with compensation 
with vouchers for insufficient floor space. 


..As Is Unemployment and Crime 


On | April 1994, the number of registered jobless 
reached 13,800 individuals, of whom 12.000 had unem- 
ployed status. Women account for more than 64 percent 
of those without work. Hidden unemployment—that 1s, 
those in the work force that are not fully emploved—is 
not decreasing. In the oblast’s industry alone. 87,000 
persons did not work every day during the first quarter 
as a result of production stoppages. 


In the first quarter of 1994, there were 5.800 reported 
crimes, or 2] percent more than in the first quarter of 
1993. The crime rate rose in all regions of Ukraine. with 
the exception of Kirovohrad Oblast. The highest rises 
occurred in Volyn, Zhytomyr. Cherkasy, Dnipropetro- 
vsk, and Poltava Oblasts—by 40-23 percent. For 
Ukraine as a whole, the rate rose 16 percent. 


In Lvov Oblast. the crime rate increased in 18 rayons 
(with the exception of Kamyanka-Buzka and Peremysh- 
lvany ravons) and in all cities under oblast jurisdiction, 
expect Boryslav. The rise has been especially significant 
in Drohobych (98 percent), Sambir (96 percent), Busk 
(95.5), Radekhiv (88.9 percent), Starvy Sambir (66 per- 
cent), and Zhovkva (63 percent) ravons. Every second 
crime falls into the serious category. There were 427 
group crimes, which ts 33 percent more than during the 
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preceding period. The authorities caught 2,213 individ- 
uals who committed crimes, or 24 percent more than last 
year. Among those charged, nearly half are able-bodied 
but unemployed and not attending any educational 
institution, every sixth is a minor, and every seventh /as 
drunk at the time of committing the crime. 


Shifting Emigration Patterns Viewed 
944K1318A Kiev DEMOKRATYCHNA UKRAYINA 
in Ukrainian 14 May 94 pp 1-2 


[Article by Olena Malynovska, candidate of historical 
sciences, chief specialist of the Ministry of Nationality 
and Immigration: “Migration: Who? Where? Why?” A 
footnote at the bottom of the first column of the article 
states: “This article is taken from POLITYKA I CHAS, 
the journal of the Ministry of Foreign Affairs of Ukraine, 
which is about to appear (published in abridged form).”’] 


[Text] The process of population migration has intensified 
throughout the world. Recently, Ukraine has also been 
touched by the resettlement movement. The creation of 
new independent states on the territory of the former 
USSR has been accompanied by a significant exchange of 
populations among them. Thus, in 1992, for example, 
775,000 people either entered Ukraine from other former 
Soviet republics o. left for other former republics. in the 
first half of 1993, this figure exceeded 300,000. Nearly 
half the immigrants are Ukrainians. That is, there is an 
evident repatriation trend in connection with the creation 
of an independent Ukrainian state. 


Until very recently, emigration from ()/kraine in the form 
that it occurs throughout the world did not exist. The 
desire to change one’s country of residence was regarded 
as treason. Apart from a small, often forced, political 
emigration, most of those leaving the country were mem- 
bers of specific ethnic groups—Jews and Germans—and 
only then if they had close relatives abroad. The scale of 
this emigration was small. 


An Emigration Explosion and New Trends 


As departure was liberalized, emigration began to grow 
rapidly. Compared with 1987, when the departments of 
visas and registration [VVIR’s] of the Ministry of 
Internal Affairs issued only 5,490 exit visas to citizens of 
Ukraine, permitting them to take up permanent resi- 
dence abroad (among them, 3,000 exit visas to Israel), in 
1989 they issued 36,500 visas, or nearly seven times as 
many. A record number of visas was issued in 1990— 
73,000 (68,000 to Israel). In addition to parents, exit 
visas were processed for 22,000 children, raising the 
number of emigrants to more than 95,000 people. 


In 1991, emigration from Ukraine dropped somewhat. 
The number of exit visas (counting children) issued was 
69,300 (48,500 to Israel). A portion of these, as well as a 
portion of the visas issued during the preceding year, 
were not used. Emigration slowed down due to the “Gulf 
War” and the resulting rise in tensions in the interna- 
tional situation. As before, the majority of emigrants— 
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70 percent—went to Israel. However, there was a sub- 
Stantial increase in emigration to the United States 
(15,300 people, counting children) and to the Federal 
Republic of Germany (2,100). 


New trends became more evident in 1992. The number 
of exit visas issued decreased to 35,200. Counting chil- 
dren, this number totalled 44,300. Of these, less than 
one-third headed for Israel, with the overwhelming 
majority going to the United States and Germany. 


Based on official emigration statistics for the first half of 
1993, it 1s safe to conclude that the compass has now 
definitely swung to the West. Of the 19,700 persons who 
left the country during this period of time to take up 
permanent residence abroad, 45 percent headed for the 
United States and 11 percent for Germany. 


Kievans make up the largest number—25 percent—of 
our former compatriots who now live in foreign coun- 
tries. In the past, every fifth emigrant was from Odessa. 
A rather significant percentage of emigrants come from 
Kharkov, Dnipropetrovsk, Chernivtsi, and Zhytomyr 
Oblasts. Kirovohrad, Ternopil, and Poltava Oblasts have 
the lowest emigration rates. 


Inasmuch as emigration from Ukraine in recent years 
was essentially ethnic in nature, it 1s quite natural that 
most emigrants left from regions with traditionally large 
Jewish populations. The Chernobyl catastrophe was 
another important factor that played an obvious role in 
the regional distribution of emigration. As already 
stated, departures to take up permanent residence 
abroad began to decrease in 1991. However, this trend 
applied mainly to regions outside the “Chernobyl zone.” 
In fact, the number of those from Kiev and Kiev Oblast 
granted exit visas actually increased as compared with 
the preceding year, both in relative and absolute terms. 


Current emigration from Ukraine to take up permanent 
residence abroad cannot be described as large. Clearly, 
the peak has been passed. The reserves of ethnic emigra- 
tion are becoming exhausted. On the other hand, the 
Western countries that have become the ultimate desti- 
nation of emigrants are constantly making entry for 
foreigners more difficult. It 1s easier to obtain permission 
fora temporary stay abroad, and, consequently, this kind 
of emigration 1s becoming more widespread. 


A greater openness to the outside world in the second 
half of the eighties was manifested in, apart from other 
things, the opportunity that a significant number of 
people had to visit foreign countries on so-called per- 
sonal business. 


In 1992, the number of visas issued for temporary visits 
abroad fell somewhat and amounted to 1,808,000 (76 
percent of these visas were granted for visits to Poland) 
The number of trips to the West remained rather 
modest. 


The greatest number of trips for personal reasons are 
made by residents of the western border oblasts, where 
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ties with neighboring countries are traditional and many 
residents have relatives abroad. 


What They Are Looking For in Distant Lands 


To determine the nature of migration, it 1s important to 
know the reason for it. A portion of those who leave for 
a limited time do so to visit relatives, see a foreign 
country, or take a holiday. The majority, however, travel 
to engage in trade. One look at the baggage of our 
international passengers 1s enough to attest to this. More 
than half of those surveyed make regular commercial 
trips, primarily to Eastern European countries. In addi- 
tion to such “petty traders,” a certain portion of those 
who leave the country temporarily fall into the category 
of “migrant workers,” that 1s, individuals who travel 
from one country to another according to the Interna- 
tional Labor Organization in order to find work. 


There has been a sharp rise in the number of business 
trips linked primarily to the expansion of economic and 
cultural cooperation with foreign partners and the 
growth of the number of people involved in such under- 
takings. But this 1s not the only consequence of this 
growth. In sending people on long-term assignments, 
Ukrainian enterprises often serve, in effect, as interme- 
diaries for job placement abroad. 


In the absence of any other forms of cooperation in the 
use of manpower resources, Ukrainian workers, such as 
construction laborers, for example, leave to work abroad 
under the guise of being sent to perform jobs outside the 
country by Ukrainian enterprises. Commercial firms 
that act as intermediaries in job placement abroad do so 
under the guise of sending people for training. Some 
educational institutions engage in the same practice. Yet 
another circumstance needs to be kept in mind. Official 
business trips and training are often used to find more or 
less permanent work and to sign a contract with a foreign 
employer. They thus serve as a means of emigrating to 
work abroad. Above all, this applies to highly qualified 
specialists. In one of his speeches, the president of the 


Academy of Sciences of Ukraine stated that two-thirds of 


the academy’s scientists who have gone to other coun- 
tries in recent years have signed contracts and extended 
their stay abroad. To a certain extent, tourism 1s also a 
step towards labor emigration. 


To some degree, the “travel fever” that seized our 
society at the end of the eighties and the beginning of the 
nineties is a reaction to the fact that 1t was impossible to 
leave the country in earlier years. But there are also 
deeper reasons. First and foremost among them—a 
much lower living standard than in neighboring coun- 
tries. 


The country’s deep economic crisis threatens not only 
the welfare of the population, but also its ability to find 
employment. Political issues also play a role. Up to now, 
Ukraine has remained a relatively calm region. How- 
ever, the conflict in the Transdniester region, the diffi- 
cult problems in Crimea, and the clashes with Russia 
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that grow acute periodically—all produce a sense of 
uncertainty and the desire to leave and wait out this 
difficult period elsewhere. 


Thus, Ukraine’s citizens have plenty of reasons for 
wanting to emigrate. However, the effect of these factors 
would be weakened if the public mood were optimistic 
and there existed a firm belief that the situation would 
improve. Unfortunately, there are very evident signs of 
disillusionment and apathy. 


At the end of 1992, the International Migration Organi- 
zation conducted a survey of Ukraine’s migration poten- 
tial. 


Among the Ukrainian citizens polled by the IMO [Inter- 
national Migration Organization], 49 percent were pre- 
pared to live abroad for a period ranging from several 
months to several years (44 percent among Russian 
respondents) and 13 percent would emigrate perma- 
nently (8 percent among Russians). The IMO’s experts 
found the following reasons cited by Ukrainian citizens 
for emigration: 71 percent—existing economic condi- 
tions, 33 percent--the effects of Chernobyl, and 26 
percent—concern for the health of their children, which 
is directly linked to the Chernobyl tragedy. Some opti- 
mism can be derived from the fact that ethnic and 
religious motives and human rights violations were cited 
as reasons for leaving the country by only 14.2 and 9 
percent of respondents, respectively (in Russia these 
numbers were 35.3 and 16 percent, respectively). 


The majority of those surveyed would like to emigrate to 
Western European countries, while one-third would like 
to go to the United States or Canada. Worth noting 1s the 
small (6.3 percent) but significant category of responses: 
“ready to leave for anywhere.” 


In general, the reasons given for wanting to leave were 
not unexpected. Three-quarters of those surveyed 
expressed dissatisfaction with their material living con- 
ditions. Material conditions were most important to 
older respondents, while young people showed less con- 
cern for them. However, young people attached great 
importance to what they perceived as a lack of opportu- 
nity to realize their potential. In third place among the 
main reasons cited by respondents for wanting to emi- 
grate was concern for their children’s future. In choosing 
life in a foreign country for their children, people reveal 
an extremely hopeless view of the future in their native 
country. That the political situation prompts people to 
emigrate was the view of 17 percent of the respondents. 
National discrimination was cited by 3.8 percent. 


Obstacles and Projections 


At the same time, statistical data indicate that the rapid 
rise in emigration seen at the end of the eighties has 
halted. The number of emigrants, although large, 
remains stable, or may even be dropping. Clearly. the 
flood of emigrants that the West feared so much never 
came. 
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Why is this so? The state poses no obstacles to emigta- 
tion. Following the passage in January 1994 of the Law 
on the Procedure for Leaving and Entering Ukraine by 
Citizens of Ukraine, freedom of movement across the 
state border was secured by law. However, the economic 
crisis and the decline in the living standard, which are 
the principal reasons for people wanting to leave, para- 
doxically also serve as an obstacle to fulfilling this desire. 
Of the citizens who answered our questionnaire, 67.7 
percent stated that they lacked the financial means to 
leave the country. 


External factors pose more serious obstacles to Ukra- 
nians wishing to depart for the West. Both the authori- 
ties and the citizenry in the West are strongly opposed to 
an increase in the number of foreigners in their coun- 
tries. 


Taking into account both internal and external factors, 
certain assumptions can be made regarding the develop- 
ment of the process of emigration from Ukraine in the 
near future. The number of people leaving to settle 
permanently elsewhere will slowly decrease. The pre- 
dominant destinations will be countries that have been 
the traditional recipients of immigrants—the United 
States, Canada, Australia, and a few others, while the 
scale of emigration will depend on the immigration 
policies of Western countries. As it loses its ethnic 
nature, emigration will assume the distinct characteris- 
tics of emigration for economic reasons. 


Based on the experience of other countries, it 1s possible 
to forecast a certain scenario for the development of a 
labor emigration. During the first phase (we are in the 
midst of it now), most migrants are highly skilled spe- 
clalists, scientists, artists, and sportsmen—in other 
words, mainly people with a higher education who have 
attained recognition and success 1n their professions and 
who range in age from 30 to 40. A second group 1s made 
up of young people, predominantly males without fam- 
ilies, who have neither the necessary education nor skills 
that would assure them permanent employment. They 
are either enterprising and restless adventurers or ind- 
viduals who find themselves in extremely difficult cir- 
cumstances. 


In the second phase, when the positive res"'Its of emigra- 


tion become evident in the material circumstances of 


those who have emigrated, when Ukrainian immigrants 
have won a certain degree of respect from their 
employers, found their “niche” in the job market, have 
established themselves in the receiving country, and are 
able to offer support to their newly arriving compatriots, 
wider segments of the population will join the migratory 
movement. They will come from various social and age 
groups, and the proportion of women and people with 
families will grow. If no serious external and internal 
obstacles to migration for the purpose of finding work in 
other countries emerge, labor emigration will reach mass 
proportions. 
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There are certain factors that provide Ukrainian citizens 
with opportunities to find jobs abroad. To begin with, 
the Ukrainian labor force 1s quite well-trained, educated 
and cultured, and extremely cheap and undemanding 
Migrants from Ukraine are closer to Europeans and 
North Americans in terms of cultural and religious 
traditions, and it is easier for them to integrate into 
Western society than, for exan »le, for Asians or Afr- 
cans, Of some significance is the presence in the West of 
a rather large Ukrainian diaspora. 


Chances for finding work will be better in less developed 
and less rich distant lands, which need for their devel- 
opment not only specialists but also people who simply 
have an education. These may be Latin American coun- 
tries, which have already shown their willingness under 
certain circumstances to admit a significant number of 
migrants from Eastern Europe to work in certain sectors 
and regions, the countries of Southeast Asia, or oil- 
producing Arab countries. 


Substantial numbers of migrants are already working in 
countries that are neighbors to Ukraine. 


What About the State? 


The growth of a labor emigration from Ukraine, as well 
as where these emigrants go and the results that this 
migration produces, will depend to a large extent on the 
State's position on this issue and on the development and 
implementation of its migration policy. At first glance, it 
may seem that any action taken by the state to present its 
citizens in the international job market will promote 
increased emigration and thus harm the interests of the 
state. This 1s not so, however. To be sure, there 1s a 
danger that migration will lead to a loss of a portion of 
our labor force, indeed the best portion—the most 
qualified, young, and enterprising individuals. At the 
same time, however, emigration can bring our country 
certain benefits. First and foremost emigrants are a 
source of hard currency. The amount of money sent back 
by emigrants in some countries exceeds revenues from 
external economic activity. Secondly. emigration offers 
an opportunity to acquire valuable production experi- 
ence, learn new technologies, and raise the general cul- 
tural level. Thirdly, 1t serves as a means of building 
better understanding between countries. Most impor- 
tant, a temporary labor emigration 1s a serious alte na- 
tive to permanent emigration. The opportunity to work 
abroad for a certain period of time and to return home 
with some savings, thereby improving the material cir- 
cumstances of their families, may help to change peo- 
ple’s minds about leaving permanently. 


When the emigration process intensifies. the role of the 
state as regards those of its citizens who live abroad 
grows. Our survey has shov'n that myths about the great 
opportunities available to rugrants are still very wide- 
spread in our society. Of ‘hose surveyed, many (40 
percent) link their hopes fcr success abroad with the 
opportunities offered by the receiving countries. Knowl- 
edge about the real state of affairs abroad 1s very limited 
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It is up to the state to provide its citizens with accurate 
information about living conditions and job opportunt- 
ties in foreign countries, It would make sense for the 
state to take on the function of acting as an intermediary 
in finding jobs for its citizens abroad. This would enable 
it to protect both the interests of the state and the 
personal interests of migrants and to regulate labor 
emigration 


Such measures would protect Ukrainian citizens from 
the very real danger of finding themselves at the lowest 
rung of the social and professional scale in a foreign 
country. Another important aspect of protecting Ukrai- 
nian citizens abroad 1s through the regulation of the 
status of emigrants on the international level 


In the course of developing and implementing its migra- 
tion policy, Ukraine will not be able to avoid becoming 
a party to multilateral legal acts relating to migrants or 
avoid taking part in the work of the International Migra- 
tion Organization. Another important aspect of devel- 
oping a migration policy entails concluding bilateral 
agreements with respect to the conditions of residence 
and work of Ukrainian citizens in the countries that 
admit them 


The establishment of a reliable legal foundation on 
which to regulate migration and emigration processes 1S 
one of the components of state building in Ukraine. 


Shpek on Decrease in Inflation Rate, Tax System 
Reform 

944K 13174 Lvov POST-POSTUP in Ukrainian No 16, 
19-25 Mav 94 p b3 


[Interview with Roman Shpek, by Viktor Tkachuk for 
UPresA [Ukrainian Press Agency]; place and date not 
given: “Roman Shpek: ‘There Are Two Mysteries That | 
Cannot Comprehend—The Mystery of the Immaculate 
Conception and That of a Budget Without a Deficit....""’] 


[Text] 


[U'PresA] At a meeting with journalists, Yukhym Zvya- 
hilskyy talked about the decrease in the inflation rate. 
Just how was this achieved? 


[Shpek] By a restrictive credit policy on the part of the 
National Bank and the government 


[UPresA] Do vou mean the nonpayment of wages? 


[Shpek] No, that is another factor entirely. Even those 
credits that went to the producers were transferred to 
Special Account 72¢ 
moving goods through the system: but they could not be 
instantly transferred to dispersal accounts and paid out 
as wages. The decrease in the inflation rate 1s merely one 
of the factors attesting to the state of our economy. We 
achieved it at a very dear price—by a decline in produc- 
tion. Moreover. the decline in production was influenced 
not only by the National Bank's restrictive policy, but 
also by the reduction in demand for goods tn the 


’6. where they served the purpose of 
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domestic market. First and foremost, this refers to a 
decline in the population’s purchasing power and a 
reduction in the demand from enterprises. But | am 
profoundly convinced that unless we disconnect the 
State's finances from those of enterprises, we will not be 
able to overcome our economic crisis. You must know 
and understand that nowadays—for some reason—we 
are saying the following: “Let the National Bank emit 
more money!” But now let us thoroughly analyze the 
State of affairs in those enterprises that are presently 
operating under the conditions of freedom from the 
ministry s controls. One enterprise has turned out a 
product and set a price on it, taking inflation into 
account, and it wants to pay its people good wages. This 
enterprise “A” has delivered its products to another 
enterprise “B.” but the latter has no money to pay for 
them, and the debts between them increase. And this too 
is a modest-sized emission center. But enterprises are 
really property owned by the state, and—if not today, 
then tomorrow—the state will bear responsibility for 
them. 


[U)PresA] Are you alluding to bankruptcy? 


[Shpek] Unfortunately, yes. But bankruptcy 1s not the 
end of the world; it is simply a matter of changing 
owners. If we disconnect the finances of the state and 
those of enterprises, then even under state ownership (a 
joint-stock company wherein the controlling bloc of 
shares 1s possessed by the state), the leading officials will 
think carefully about what expenditures can be under- 
taken. And if the enterprise in question should burn 
down, it could still settle its accounts by means of the 
mortgage deposit or by that portion of the property that 
could still be sold. 


[U')PresA] On 4 May, a government directive was issued 
on the matter of preparing reforms in the tax system. 
What steps have already been taken 1n this sector? 


[Shpek] A discussion is now taking place with regard to 
cutting the excise tax. Our tax policy must be such that 
something flows into the budget, or else no revenues 
would be formed for expenditures. But it must not 
strangle the producer. Why ts the excise tax being looked 
at hard for possible cuts? Because the level of production 
in the alcoholic-beverage industry fell by 63 percent 
during the first quarter. A group of experts 1s working on 
a new concept for our tax policy. Certainly the value- 
added tax will also be reviewed. In general, we must 
determine and designate just what this value added shall 
be. We must introduce taxes on land, on fixed capital, 
and on the population’s income. But we do not yet have 
a system for tracking the population’s income. And 
certainly wages are not a complete measure of income. 
Nor should we consider that the state simply wants to 
take things away from people. It 1s possible that if 
people's incomes were sufficient, then we would not 
have to give them reduced rates for electric power, free 
textbooks, and so on 








KBIS-USR-94-066 
21 June 1994 


{[UPresA] But how ts this tax review to be done in a 

practical sense? Because. of course, the revenues and 

expenditures have already been approved; and the 

budget as a whole has been approved without a deficit 
} 

Phe same VAT [value-added tax] that you mentioned 1s 

the budget’s largest revenue-producing item... 


[Shpek] | have worked very hard to trmprove myself, but 
there are still two things that | cannot comprehend—two 
mysteries Which are wrapped in an enigma. They are the 
mystery of the Immaculate Conception and a budget 
without a defiert 


[UPresA] But why, then, was it accepted and approved 
this time? 


(Shpek] That is already another matter. The problem hes 
not in the high inflation rate per se, but rather in the 
ability to live under the conditions of a high inflation 
rate. People have to calculate their earnings ahead of 
time, and enterprises must learn how to take inflation 
into account. The same thing 1s true at the state level 
The situation certainly would not have been so difficult 
if the prices on gas had been changed as soon as they 
were changed in Russia. If the prices on coal in October 
1993 had been changed by a factor of 2.3, then- 
beginning on | January 1994—they would have risen by 
a factor of only 5 


(UPresA] Why is it that certain signs of reform are 
beginning to appear at precisely this time? Is this a kind 
of tribute to the political situation wherein the govern- 
ment may or even replaced by 


1 
the new parliament 


1 ] | | 
DOSSIDI' be changed 


[Shpek] No, this is not the result of the 
circumstances. It is simply that the government has 
returned to « former proposal made by the Ministry of 
the Economy. We introduce 
lessons when the drait of the 1994 Plan was already 


pressure of 


‘d this proposal and such 


being worked out. But these ideas were rejected at that 
time. Practical lite, however, has demonstrated the 
of taking such steps. They will be taken not 


wants to look good, but rather 


necessity 
because somebod' 
because this 1s what the economy demands 


[U'PresA] Thank you 


Current Demographic Statistics Viewed 


YIIKISSOA Aten DEMOKRATYCHNA URRAYINA 
m Ukrainian 28 May 94 pp 1-2 


candidate of eco- 


[Article by Natalya Lakiza-Sachuk 
he rubric “Front-Page Topic” 
ibbreviated version of an article published in the maga 
zine of the Munistry of Foreign Affairs of Ukraine 
POLITYKA | CHAS No. 4 and released concurrently 
“Will We Go the Way of the Dinosaur?” ] 


nomic sciences, under 1 


an | 
| 


xt] The demographic development of Ukraine is one of 
the components of its national security, just like in any 
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other state. It is precisely such development that deter- 
mines the quantitative and qualitative parameters of the 
population, its ability to ensure the regular operation of 
society, the preservation of its defense capability at the 
proper level, and the laying of a foundation for further 
upward movement, 


In present-day Ukraine, the demographic situation is 
shaped by key factors such as the new geopolitical situa- 
tion, social strains, an economic depression, and a decline 
in the standard of living. 


\ Group Portrait With a Beggar's Sack 


\n analysis of the current demographic situation, as well 
as its dynamics in recent vears indicates that along with 
economic and political problems, Ukraine has come face 
to face with a major demographic crisis. Unlike the 
economic and political crises, the demographic crisis has 
greater inertia, 1s lengthier in terms of time, and 1s hard 
to manage. This may have far-reaching unfavorable 
consequences 


(Compared to the main indicators of the natural move- 
ment of the population in the world—levels of the birth 
rate, death rate, and natural increment of the popula- 
trion—Ukraine has tended to get increasingly worse rank- 
ings. In terms of the level of its birth rate (10.8 per 1,000 
inhabitants) it ranks last among the former republics of 
the USSR. in terms of the death rate of the population 
(12.3 per 1,000 inhabitants), 1t ranks second among the 
developed countries of the world; in terms of infant 
mortality (14 percent), 1t ranks 17th among all countries 
of the world, and on the indicator of the average life 
expectancy of the population, it 1s 47th in the world. 


For regular reproduction of the population—in_ the 
socioeconomic conditions of developed countries, that 
1s—the minimally expanded reproduction of the popu- 
lation requires that each woman give birth to 2.2-2.4 
children in her lifetime. In 1992, this level in Ukraine 
came to 1.8 (in the cities, 1.5) children. The refraining of 
famthes from having the second or third child has been 
observed under the conditions of a lack of certainty in 
the coming day and unfavorable sociopolitical and eco- 
nomic prospects 


Only the use of family planning measures, to be sure as 
uncivilized as abortions. may be considered to be a 
progressive aspect of this process of restricting births. 
Abortions have consequences so unfavorable as to call 
into doubt the very survival of the people 


fhe number of marriages has dropped recently, and the 
number of divorces has gone up. For the most part, 
marriages that have existed for less than five years are 
those that are dissolved. Every year, more than 150,000 
children are left without one of the parents as a result of 


divorces 
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A reduction in the average size of the family in both 
urban and rural areas has also become a leading ten- 
dency in the transformation of families in recent 
decades. 


In recent years, the absolute and relative indicators of 


the death rate of the population have been steadily 
growing in Ukraine. Compared to 1990, the death rate in 
1993 increased by 15 percent. An increase in elderly 
individuals in the population is a determining factor in 
this. Their proportion in Ukraine came to 21.9 percent 
in 1992, 


The so-called “‘surplus death rate’ of men, which has 
been registered in all developed countries in recent 
decades, has greatly influenced the growth of the general 
death rate coefficient. 


In the 1970's and 1980's, a stable downward trend in 
deaths due to diseases of the cardiovascular system, the 
respiratory organs, stomach ulcers, and liver diseases 


was registered in Ukraine, whereas in the first half of 


1993, compared to the same period of 1992, we can find 
a growth in the number of deaths for almost all of the 
reasons. In all of this, for example, the growth tn deaths 
from infectious and parasitic diseases 1s in itsell 
shameful for a civilized country. The death rate from 
tuberculosis, which 1s on the rise in Ukraine, exceeds 
corresponding levels, for example, in neighboring 
Poland, by two to nine times. 


Among the reasons for the growth of the death rate that 
are relatively new for the population of Ukraine, the 


reasons that dominate, to our mind, are due to factors of 


social strains. The number of persons killed increased in 
1992 compared to 1991 (by 28 percent), as well as the 
number of persons who died of alcohol poisoning (by 21 
percent) and suicides (by 10 percent). 


The dying-off of the most vulnerable groups of the 
population—the elderly, women, and children—is on 
the rise. 


The health of the population is one of the prerequisites 
for shaping the level, structure, and quality of the repro- 
duction of the population. A paradoxical picture has 
emerged in the course of researching changes 1n_ this 
factor. As a result of improvements in the prevention 
and treatment of disease, as well as the accomplishments 
in reducing the death rate of the population, the propor- 
tion of chronic and degenerative diseases has increased, 
which on the whole worsened the general health cond1- 
tion of the population. 


The total incidence of disease in Ukraine ts one of the 
highest among the republics of the former Soviet Unicn, 
and so 1s the incidence of social diseases. Thus, Ukraine 


ranks second 1 the above group of countries in terms of 


the prevalence of alcoholism and drug addiction. The 
abuse of tobacco products also gives rise to concern. 
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Attention: The Genetic Pool! 


Losses to the genetic pool of the population of Ukraine 
are a factor in the deterioration of the base for the 
Subsequent reproduction of the population. Negative 
changes in the genetic pool are becoming more conspic- 
uous, Which may result in the qualitative degeneration of 
the Ukraiman people. The genocide of the Ukraimian 
people in Soviet times was manifested in the planned 
destruction of the best educated and professionally 
trained segment of the population of Ukraine, its intel 
ligentsia and rural working people, in the course of 
political repression in the 1930's-1950's and the famines 
of the 1920's and 1930’s. The great loss of the population 
during World War Il, as well as the organized resettle- 
ment of Ukrainians, dealt appreciable blows, At present, 
we are witnessing a “brain drain” to foreign countries. 
All of this has harmed, and continues to harm the 
Ukrainian nation, in many cases irreparably 


\n analysis of the current situation indicates the fol- 
lowing: In conjunction with the deterioration of the 
external social and natural environment, individuals 
whose physical health 1s good retain the real ability to 
survive and leave behind their progeny. Therefore, the 
factor of physical development 1s coming to prevail over 
intellectual development 


Data on a trend toward considerable deterioration in the 
health of present-day children and adolescents 1s an 
indirect qualitative confirmation of this hypothesis 
(since no statistics on genetic diseases are collected tn 
Ukraine). When coming to school, only one in eight to 19 
children is healthy, and when graduating from school 
only one in 20. Therefore. we can already assume at 
present what qualitative characteristics they are going to 
pass on to their children 


In addition, the technologically induced global pollution 
of the atmosphere, soil. and water in most oblasts of 
Ukraine has been causing frequent mutation damage to 
genes that, in the long term, tends to grow exponentially. 


Unfortunately, the Chernobyl disaster has had consider- 
able influence on the deterioration of the current demo 
graphic situation and prospects for the reproduction of 
the population of Ukraine. As a result of the accident 
the course of demographic processes has been disrupted 
and the manifestation of unfavorable tendencies in these 
processes accelerated. On the whole, 1.5 million. resi- 
dents of Ukraine, including over 90,000 children, were 
among individuals afflicted by the Chernobyl disaster as 
of the end of 1992 


State programs for the resettlement of residents from the 
territories contaminated as a result of the accident are 
not being carried out. The number of resettled persons 
has barely exceeded 10 percent of the planned number 


Harmony” of Poverty and Richness 


The speed with which a marorityv of the citizens of 
Ukraine are being reduced to poverty and the reality of 
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prospects for mass unemployment against the back- 
ground of decay in the system of social protection may 
cause powertul explosions of popular discontent. 


Such problems give grounds for concern about prospects 
for the development of the entire multinational popula- 
tion residing in the territory of Ukraine. However, 
problems of the existence and reproduction of the titular 
population of the state, the Ukrainians, cause particular 
concern, 


For a long time, the number of residents of Ukraine who 
were registered by census as Ukrainians was artificially 
reduced, whereas the number of individuals of non- 
Ukrainian nationality increased. Being of Ukrainian 
ancestry of long duration, a majority of those who called 
themselves Russians at census time did so under the 
pressure of existing social circumstances, in order to 
accommodate public opinion afflicted with chauvinism. 
Thus, between the last censuses of 1970 and 1989, the 
proportion of Ukrainians fell by 2.5 percent, and the 
proportion of those calling themselves Russians 
increased by almost 3 percent. 


Simultaneously with a decrease in the number of indi- 
viduals who identified themselves as Ukrainians, a 
decrease occurred in the proportion of the population 
that called Ukrainian its native language. Meanwhile, as 


is known, language affiliation shapes many aspects of 


ethnic mentality 


In this manner, objective conditions for the existence of 


the Ukrainian population were eliminated, and the 
sphere of its national self-awareness and self- 
reproduction was artificially restricted. 


While a shortage of highly skilled cadres in Ukraine ts 
comprehensive, a particular shortage of spectialist- 
Ukrainians is felt. Of each 1,000 Jews, 358 have a college 
education, Russians—158, and Ukrainians—only 85, 
thal is. two to four times fewer. This gap 1s particularly 
apparent in rural areas where it comes to a factor of six. 
At the same time, the poor representation of Ukrainians 
in spheres that are associated with intellectual work and 
their considerable preponderance in areas where manual 
vork is needed are noteworthy in the course of the 
analysis of spheres of activity. 


Demography and Security 


\s we analyze the current status and prospects fer the 
development of the ethnic breakdown of the population 
of Ukraine, it 1s necessary to stress that various ethnic 
groups reproduce their numbers in different ways—they 
have different natality, mortality, life expectancy indica- 
tors. and so on. This may influence substantially the 


strength of particular ethnic groups in the country and 
mutual relations between them. Thus, current statistics 
indicate higher birth rate indicators among the Russian 
and Moldovan population than among the Ukrainians 
ind the particular preponderance of reproductive indi- 
cators of the representatives of Caucasian and Central 
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Asian countries (former republics of the USSR) whose 
migration to Ukraine has been extremely intensive 
recently, 


Phe influx to Ukraine of individuals of nonindigenous 
ethnic groups holding radically different) religious, 
ethnic, and ethical views has intensified, which increases 
the likelihood of the development of additional social 
strains. Historic justice 1s being restored with regard to 
the nations subjected to reprisals that previously resided 
in the territory of Ukraine itself: The Crimean Tatars, 
the Krymchaks, and so on are returning to the locations 
of their permanent residence. In conjunction with this, 
open or hidden confrontations between the local and 
newly arriving populations may develop at the locations 
to which these nations return, as well as in locations 
densely settled by refugees and forced migrants. 


At the same time, manifestations of the ethnic self- 
awareness of Ukrainians are perceived by a certain 
segment of the representatives of non-Ukrainian nation- 
alities as a chauvinistic and nationalistic position. In 
particular, this 1s the case with the language. However, 
these attacks are groundless. We can state that, say, 
Russians always had a greater number of schools with 
instruction in the Russian language and Russian- 
language printed publications. 


The revival of national culture and religion 1s underway 
among the rest of the national minorities. Under the 
circumstances, the issue of the revival and development 
of the Ukrainian ethnic entity that accounts for three- 
quarters of the entire population should also become one 
of the leading directions of the state ethnic policy of 
Ukraine. 


The consequences of the demographic crisis that 
Ukraine is now going through are far-reaching and 
diverse in nature. The quantity and quality of the ethnic 
Ukrainian population suffers losses that in combination 
affect the overall prospects for the stable and secure 
development of the state. 


As the developmental experience of some countries 
indicates, the implementation of a particular demo- 
graphic policy can bring to power or topple governments, 
divide societies, and serve as an indicator of the devel- 
opment of democracy in them. Therefore, 1t becomes 
necessary to distinguish and thoroughly study a special 
block of demographic factors and processes of the stable 
and secure development of the country 


In the environment of independent development, the 
aforementioned signs of a demographic crisis that 1s 
mounting in our country give grounds to state that 
survival at any price, including in the demographic 
sense, rather than development ts the main national 
interest on which the strategy and tactics of the policy of 
national security of Ukraine should draw. After all, 
without the preservation and survival of the Ukrainian 
nation, of which the national population ts the nucleus, it 
will become impossible to build the Ukrainian state, and 
ensuring its national security will have no future 
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Rising Death Rates Affecting Almost All Age 
Categories 

944K 14074 Kiev URYADOVYY KURYER 

in Ukrainian 31 May 94 p8 


[Article by Elvira Sabadash: ‘““Why Are People Dying 
Younger?”’] 


[Text] I can remember when I was a little girl, how happy 
I was upon seeing in a newspaper a report about some- 
body with a long life span, either in our country or in 
another country. Nowadays there are almost no such 
reports here. On the contrary, our scientists issue such 
disturbing forecasts as the following: Unless the eco- 
nomic situation is stabilized, the people’s prosperity 
rises, and the ecology is improved, by the year 2005 the 
average life span in Ukraine will be as follows: for 
men—69.5 years; for women—75.8 years. 


The Social Gerontology Laboratory within the Geron- 
tology Institute of the Ukrainian Academy of Medical 
Sciences is studying many matters pertaining to the 
able-bodied, working population, as well as to persons of 
pension age: developing a system of medical-social assis- 
tance, granting social support, problems of hygiene and 
nutrition, along with analyzing the death rate and its 
cause at the present time in relation to the development 
of our society. As noted by Yevheniya Cherkaska, a 
prominent scientific staff associate at this laboratory, the 
pace of a civilization’s development is in and of itself the 
greatest influence on the increase or decrease of the 
death rate of its population. The developed countries— 
for example, the United States, Canada, Switzerland, 
Spain, Iceland, Hong Kong—have growth coefficients in 
their death rates that are less than those in the countries 
that were engaged in building socialism over the course 
of many years. 


The following conclusion suggests itself: The so-called 
planned economic system is not interested in main- 
taining the health of its able-bodied population at the 
proper level, whereas, in the case of a market-type 
system, just the opposite is true. Private ownership of the 
means of production accords people the possibility of 
working normally, as well as being morally and materi- 
ally dependent not on society, but rather on a specific 
person—the director of an enterprise. The latter 
endeavors to do everything possible to make sure that 
those persons subordinate to him work diligently, but 
without harm or injury to their health. 


Our society, unfortunately, actively endeavors to take 
advantage of cheap manpower at its production facili- 
ties. It operates in accordance with the following prin- 
ciple: Healthy persons can and should work at the hard 
jobs, while absolutely everybody else should work at the 
easy ones. There is, in effect, the so-called selection by 
level of health: A person must conform and adjust to his 
production facility, and it seems that 1t 1s cheaper for the 
state to pay for prescriptions than to provide normal 
workiig conditions. As a result of this, persons who have 
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worked at harmful production facilities for approxi- 
mately 10 years remain ill for the entire remainder of 
their lives; and such persons also have diseased chil- 
dren.... The age indicator of the labor force 1s likewise 
particularly important here. Let us bear in mind that 
harmful production facilities require young, strong, and 
healthy persons; otherwise, they could not endure such 
conditions. Nowadays, the younger generation’s quality 
of health 1s becoming worse, while the requirements of 
our production facilities are becoming continually 
harsher. Healthy, strong persons are frequently lured to 
ecologically dirty production facilities with the aid of all 
kinds of privileges. Because of this, the best examples of 
the population are artificially winnowed out, and the 
number of the healthiest members of our population is 
decreasing. Incidentally, the probability of death among 
Ukrainians is 1.5 times as high as it 1s among 
Frenchmen, and almost twice that among Japanese. 


According to data provided by the Ministry of Statistics, 
the birth rate in Ukraine during the years 1991 through 
1992 alone declined by 5 percent. One of the reasons for 
this was a decrease in the number of marriages and an 
increase in the number of divorces. But the chief cause 
was the rise in the death rate. Beginning in 1980, the 
overall death rate of our population has grown continu- 
ally. Whereas in the year mentioned it equalled 11.4 
percent of deaths per 1,000 of population, in 1992 this 
figure amounted to 13.14 percent. The rise in the death 
rate 1s occurring in virtually all age groups, including 
among children up to four years of age. During the years 
1991-1992 the death rate increased with particular 
rapidity, due to diseases of the blood and those of the 
blood-producing organs, as well as from serious mental 
disorders. Does this not provide grounds for the 
spreading opinion that Ukraine’s human population is 
beginning to die out? But the scientists argue convinc- 
ingly that this 1s not the case at all. To a certain extent, 
this isa result of the fact that during the 1960's, the level 
of the birth rate was very low, and, therefore, now that 20 
or 30 years have elapsed, the number of persons in their 
child-bearing years 1s somewhat smaller than normal. 


Be that as it may, the demographic situation 1s extremely 
unfavorable. Moreover, this 1s aggravated by economic 
instability and by uncertainty regarding the future. In 
1991]—for the first time in recent decades—a negative 
population growth was registered here. Our country’s 
population declined by 39,000, and in 1992 it declined 
by another 100,000 persons. According to the data 
provided by the Social Gerontology Laboratory. the 
causes of changes in the death rate are diverse and 
varied: Such factors as place of residence, occupation, 
age, level of social security. and ecology are all important 
in this matter. 


Ecology 1s so important that it 1s worthwhile dwelling on 
it in greater detail here. It has an essential influence on 
the death rate and the incidence of disease among the 
population. It 1s difficult to find anywhere at all such 
enclosed, ecologically harmful production facilities as 
are present in Ukraine. They include chemical and 
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coal-tar chemical production facilities, construction, 
metallurgical, and machine-building industries, the 
excessive use of chemicals in agriculture, and—in addi- 
tion to all that—there is Chernobyl. Especially charac- 
teristic in this regard 1s the southern region, where the 
lifespan is shorter as compared with other localities (it 1s 
shortest in Odessa Oblast, where it amounts to 67 years). 
To a considerable extent, this 1s a consequence of pol- 
luting the Dnieper River with chemicals and with the 
salts of heavy metals. This water is utilized for drinking 
and for irrigating the fields, thus adding—time and time 
again—a new portion of fats and pesticides. The inhab- 
itants of Ternopol Oblast are the longest-lived in our 
country (with a span of almost 71 years), and—on the 
whole—life is the longest in our country’s western 
regions. The death rate rises as one moves from West to 
East and from North to South; but it should be noted 
that in the midst of certain regions the variations are 
quite great among the different oblasts. 


Moreover, Chernobyl 1s far from being insignificant in 
its contribution to this matter. According to the compu- 
tations made by specialists in those localities that were 
marked by intensive contamination by radiation, the 
death rate from cancer-type diseases will be on the rise 
during the next 15-20 years.... And so the forecasts by 
specialists—medical personnel and scientists—who have 
been studying the problems of the lifespan and the causes 
of death among Ukraine's population are disturbing. 
Present-day living conditions, including socloeconomic, 
climatic, geographical, and ecological factors, as well as 
the state of medical assistance benefits, does not enable 
us to term our people healthy. Specific forecasts as to the 
development of this situation in the future are simply 
impossible. Ukraine's economic indicators are almost 
unknown, and nobody has undertaken the task of pre- 
dicting the state of the economy for the immediate 
future. However, taking into account the inertia in the 
development of demographic processes—along with cer- 
tain domestic principles—it may be assumed that the 
decrease in the lifespan and the increase in the death rate 
of the population will be maintained for another two or 
three years, even provided that the socioeconomic situ- 
ation 18 stabilized. The situation could appear to be 
Stable but actually be getting worse, unless measures are 
implemented with regard to enhancing the people's 
well-being. providing normal medical treatment to cure 
people. and improving the ecological situation 


But meanwhile, according to the scientists’ forecasts, in 
\'kraine the average lifespan in the vear 2010 wall be 
67.1 years for men and 76 years for women. despite the 
fact that in the developed countries—for example, in 
lapan—it had already amounted to the following figures 
during the years 1989-1990 
vears for women. This too will give the deputies to our 
newly formed parliament something to think about 


76 years for men and &2 
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a of Food Prices in Various Cities for May 
1994 


944K 1408A Lvov ZA VILNU UKRAYINU in Ukrainian 
3] May 94 p 2 


[Article by Mykhaylo Protsiv: ‘May Variations in Food 
Prices”’] 


[Text] The Press Service of the Ukrainian Ministry of the 
Economy has recently divulged and circulated informa- 
tion that—contrary to all rumors—no successive rise in 
prices and rates is foreseen on consumer goods for the 
May-June period. On the contrary, the government's 
endeavors with regard to economic stabilization have led 
to a tangible reduction in the rate of inflation. 


But, just what 1s the actual situation? Take rye bread. for 
example. In Lvov, on 14 April, a loaf cost 3,767 karbo- 
vantsy, whereas, on 17 May, a customer already had to 
pay 4,680 karbovantsy for a loaf of such bread in a state 
store. Wheat bread has also become more expensive in 
Lvov. For example, a loaf baked with top-grade flour on 
that same day cost 4,418 karbovantsy. that is, almost 
1,000 karbovantsy more than it had a month before. To 
be sure, the price of wheat bread also rose by 63 
karbovantsy in Ivano-Frankovsk. But, here the price of 
rye bread 1s only about half that paid for such a loaf in 
Lvov—2.556 karbovantsy In Kharkov, the price of rye 
bread has been stable for a long time at 2.018 karbo- 
vantsy a loaf, whereas wheat bread made with top-grade 
flour costs 2,564 karbovantsy a loaf. Incidentally. the 
cheapest vermicelli here is made of wheat using refined, 
white flour. One kilogram of this product costs 6.840 
karbovantsy, while in Ivano-Frankovsk, Rovno, and 
Lvov a customer has to pay 9,170, 10,109, and 10.600 
karbovantsy respectively. 


Whereas, during April, the prices of fresh beef and pork 
declined, 1n May we are observing the reverse process. 
Only in Ilvano-Frankovsk the price of beef went down by 
1.200 karbovantsy, and it cost 26,180 karbovantsy on 17 
May of this year. The cheapest meat in this category—as 
of the day before—was in Lvov—where it cost 25.000 
karbovantsy per kilogram; and the most expensive was 
in Kharkov, where a kilogram cost 31,280 karbovantsy 
For some obscure reason, the prices on pork after Easter 
jumped sharply upward in the stores of all the above- 
mentioned cities. In most cases, this price rise was in the 
range of 2,000 karbovantsy per kilogram, and in Ivano- 
Frankovsk 1t amounted to an immediate jump of almost 
7.000 coupons. Here a customer has to pay 50.300 
karbovantsy for | kg of pork, whereas the prices in Lvov 
and Rovno are 46,000 and 44,566 karbovantsy per kg. 
respectively. 


Sausage-type products have likewise risen in price. The 
most expensive 18 top-quality boiled sausage in Lvov. 
where it costs 60,400 karbovantsy per kg. whereas the 
cheapest price for such an item 1s in Rovno, where tt 
costs 47.632 karbovantsy per kg 
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With regard to milk, during the last few years, the prices 
on it have stabilized somewhat. In Rovno, Lvov, and 
Ivano-Frankovsk, the price of a liter has remained 
around 3,418, 3,450, and 2,910 karbovantsy, respec- 
tively. In Kharkov’s state trade network, a customer has 
to pay !,000 karbovantsy less per liter than in April, that 
is, 3,388 karbovantsy 


Sour cream 1s most expensive in Lvov, although its price 
has not risen; and it cost 21,970 karbovantsy per kg on 
17 May, whereas in Ivano-Frankovsk this product is the 
cheapest of the above-mentioned cities—costing 16,260 
karbovantsy per kg. 


Those inhabitants of Lvov who are fond of creamery 
butter are in for a pleasant surprise because they will be 
enjoying | kg of this product at a price that is 10,000 
coupons cheaper than the inhabitants of the cities of 
Rovno, Kharkov, and Ivano-Frankovsk. However, 10 
eggs cost 15,000 karbovantsy in Lvov, whereas in neigh- 
boring Ivano-Frankovsk the price 1s 13,260 karbovantsy 
(could it be that in the mountains the hens have begun to 
lay eggs faster?). To be sure, the situation with regard to 
gingerbread cookies 1s more difficult for inhabitants of 
the Sub-Carpathian regions because—in contrast to the 
other cities—the price on such items 1s rising. One 
kilogram of these products here costs 15,446 karbo- 
vantsy, whereas in Kharkov the price is 10,688 karbo- 
vantsy. Somebody is obviously luring Kharkov’s inhab- 
itants into their snares with these sweet bakery items. By 
the way, berry-type candies are also quite cheap here. In 
Lvov a customer must pay 39,900 karbovantsy for a kg 
of these sweets, while in Kharkov the price 1s 28,384 
karbovantsy per kg. 


Just as a month ago, the cheapest potatoes are to be 
found in Ivano-Frankovsk, where | kg costs 982 cou- 
pons. In Kharkov a potato—although slightly less expen- 
sive—on |7 May could be bought for 2,712 karbovantsy. 
In Lvov tius product has become more expensive and 1s 
now in the price range of 2,000 karbovantsy. 


With regard to prices at farmers’ markets. beef prices 
have gone up in Lvov by 10,000, in Rovno—by 2.500, 
and in Ivano-Frankovsk—by 6,000 karbovantsy per kg. 
But this meat 1s most expensive in Kharkov, where it 
costs 54,000 karbovantsy per kilogram, although its 
price has remained unchanged during this past month. 
Pigs and poultry have become tangibly more expensive 
in the market place. For one speckled hen, a customer 
must pay 100,000 coupons tn Lvov, in Rovno—1 20,000, 
in Kharkov—143,333, and in Ivano-Frankovsk— 
120,000 coupons. 


As compared to April, the following items have become 
cheaper in the farmers’ markets: milk, sour cream, 
homemade butter, and vegetable oil. At the same time. 
however, prices charged for onions and garlic have gone 
up sharply. In April, a kilogram of turnips cost 25,833 
coupons, for example, in Kharkov, whereas now it costs 
66,260. In Lvov and Rovno, its price 1s 40,000 karbo- 
vantsy. Moreover, in Lvov garlic has reached a record 


high—150,000 karbovantsy per kg. In Kharkov. they are 
asking 115,000 karbovantsy. in Ivano-Frankoyvsk— 
90,000, and in Rovno—60,000 karbovantsy per kg of 
this product. 


Therefore, prices on products both in state stores and in 
farmers’ markets are going up sharply in some respects. 
while they are marking time in others. It 1s difficult to 
say what lies ahead for us, but the so-called tood basket 
of most Ukrainian citizens until the next autumn harvest 
(May God grant that there is one!) will remain half 
empty and quite monotonous as to variety 


Official on Newly Created State Holding 
Company 

944K 1380A Kiev PRAVDA UKRAINY on Ru 
31 May 94 pl 


[Interview with Anatoliy Volkovsky, by V. Maevskyy: 
place and date not given: “We Now Have a Holding 
Company!” 


[Text] A regulation was recently adopted on joint-stock 
holding companies, and, on 16 Nilay. Anatoliy Volkoyskys 
was appointed chairman of the board of l krresoursy State 
Holding Company. A PRAVDA UKRAINY correspon- 
dent met with the new executive and first of all asked: 


[Maevskyy] Anatoliy Filippovich. you will have to 
pardon us but neither the masses of workers nor | know 
what a holding company ts 


[Volkovskyy] A holding company 1s an association of 


joint-stock companies that owns a controlling package of 


stock in each member of that association. Let us say th 
ministry 1S a purely state organization 
holding company includes not only state enterprises. but 
also joint-stock and leased ones 


Reformation of state property in accord 


privatization program led to the existence of enterpr 
with various forms of ownership. This. in turn. brought 
about a loss of state control over branc! fo national 
economy; loss of control over utilization 
direction followed in enterprise activity. This hk 
occurred in the material-technical supply fie! 

there 1s practically no government management 


and there are no new forms reflecting the market 
tions yet, even though they are needed 


As a result, mutual ties are lost. organizatior 
disrupted, volumes of wholesale 

technical types of products has decreased 
erty of warehousing complexes, which were built 
long period of time and were designed tor organising 
product delivery, has been dispersed 


Wholesale purchases today are not what | 
The state does not subsidize them. turnover 


fulfilled, and the enterprise itself sel 
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buy what it needs and who to work with. There 1s no one 
that. and vertical management has been dis- 


tO CONUTO 


I upted 


Enterprises have now, on the average, cut their produc- 
tion by hall. While, in state management, nothing has 
changed. At the ministry or in the committee, workers 
a budget. You come to the office, there is a chair 

1 table. a fountain pen, and you get paid your 
no way depends on the lamentable situa- 

n at the cnterprises. These enterprises, already incor- 
porated. leased. or private. are all those that formed a 
part of the former Gossnab [State Committee for Mate- 
rial and Technical Supply}, and it cannot control them. 
d is not just a detachment of enterprises 

but a direct break. As a result, a new 


afe OF 
for Vo} 


saves. This in 


VA nat happene 


rom the Stat 


nagement organ was created—the state joint-stock 
dit ' . fh 
[Maevsky\} If | understand it correctly, we do not have 
vankruptcies. and a poorly operating enterprise still gets 


irom the government 
[Volk [here is a concept called clearing up. That 
ises. You work for a newspaper and 
mn with newsprint. At the same time, we 
rprise in Zhidachov capable of producing 
But. since the coupon today is not 
le. the enterprise 1s unable to purchase pulp for 
nd out that, no newsprint can be produced. 
I s heading toward bankruptcy not 
yecaus 1sown fault. Who would want it to close? The 
t is available, there are personnel, and 
| for newsprint. But, our monetary system 


< 1{ Ty yf t ryt 


ations with Russia disrupt everything. 
iM, Phe ould really provide Ukraine with 
\ | There are decisions of the Supreme 


( nd decrees of the Cabinet of Ministers, but, 
| nt situation, all we can do 1s darn the 
7hidachov needs a million dollars to 
the building already exists, and then 
print production. They could produce 40,000 
| kraine imported 20.000 tonnes 
vel \t present the editorial offices 
rs make direct purchases on their own. 
. were consumed. 

Nell. we found out something about the 

iow tell us about yourself. 


| progressed through life step by step. I was 
a wife and two sons. Served in the 
onstruction projects, graduated first 

tion technical school and then the eco- 

t at the university. Worked with the 
smimuttee, then transferred to the oblast 
rganization that was part of the Gos- 
luring reorganization of that service, 

oO Kiev as head of the main directorate. 
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I assumed my present post after leaving the position of 
first deputy chairman of the State Committee for Mate- 
rial Resources. 


{[Maevskyy] By any chance, do you engage in sports? 


[ Volkovskyy] I used to be very interested in skiing during 
the winter in Ukraine and when I served in Podmosk- 
ovye. I participated in the All-Union army competitions. 
At present, I have no time for sports. My Saturdays and 
Sundays are busy. 


It is necessary to learn to think in a new way, and a new 
organization of labor is required. I would like to do 
everything possible in order to improve the social 
sphere. After all, it makes no difference to the commer- 
cial structures who they sell to, the same markup 1s made 
for enterprises, for kindergartens, and for hospitals, 
which today have nothing at all—no sheets, no gar- 
ments... 


{Maevskyy] Or medicines, alas. 


| Volkovskyy] Medicines are the concern of the Ministry 
of Public Health. In general, the government should take 
supply upon itself. I believe that euphoria from the 
Snickers and Mars candy shall pass, since our own 
confectionery products and sausage have always been 
better than those from abroad. 


It is merely necessary to contribute less to the economics 
of political struggle. It is important not to break all ties 
for political reasons. No matter who 1s shouting or what 
is shouted, Ukraine does not have pulp and apatite and 
never will have them, there is no rubber. We cannot and 
should not live in economic isolation. 


[Maevskyy] Thanks for the discussion. 


Deputy Minister on Situation in Mining, Smelting 
Industry 

944K 13894 Kiev PRAVDA UKRAINY in Russian 

2 Jun 94 p 2 


[Interview with Deputy Minister Valentin Kulychenko 
by A. Malyenko; place and date not given: “Program 
Priorities” ] 


[Text] Preparation of the Ukrainian Program for Devel- 
opment of the Mining and Metallurgical Complex Up to 
2010 has been completed. The PRAVDA UKRAINY 
editorial office requested Deputy Minister Valentin Kuly- 
chenko to talk about its principal points and evaluate the 
situation that is forming in the branch. 


[Malyenko] Valentin Arsenyevich, quite a few programs 
were adopted in years past as well, among other things, 
also concerning the metallurgical branch. That, however, 
did not help avoid the catastrophic drop in production. 
What will the adoption of another program accomplish? 
Is it really necessary to plan development of enterprises 
from above? After all, their directors should know better 
than anyone how to develop their own production. 
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{[Kulychenko] This program differs from the preceding 
ones in that it is based on new approaches, taking into 
account the current state of affairs in the economy. It sets 
totally concrete tasks. First of all, it proposes supplying 
the domestic market with required products. In that 
connection, priorities are determined—out of their total 
number, individual enterprises that must be developed 
on a priority bases are differentiated. 


It is understandable that every director, naturally, would 
not prefer to postpone until better times the moderniza- 
tion or reconstruction of his enterprise. But, it 1s impos- 
sible to satisfy all of these proposals, or rather demands. 
There are not enough funds for this. Also, in the plans 
everyone intends to increase production two- to three- 
fold. If that was realized, then we would be swamped 
with metal products and there would be no place to 
dispose of them. 


[Malyenko] But, at the same time, one cannot prohibit 
some collective from developing its production. 


[Kulychenko] No one is forbidding them to do so. Do 
that, by all means, but count only on your own resources. 
Benefits and assistance will not be granted to everyone, 
but only to those who are performing a priority task. 


Otherwise, this 1s what could happen. In a very severe 
economic situation, when the country lacks funds for the 
purchase of fuel, medicines, and various essential goods, 
the creation of totally unpromising production could 
Start. Here are some concrete examples. 


A mill is under construction at the Donetsk Metallurgical 
Plant designed for the production of 600,000 motor 
vehicle springs per year. What are they going to do with 
those springs? After all, the foreign market does not need 
them, while Ukrainian requirements come to only 
250.000 springs. But, despite everything. the director, 
being a deputy, won preferential-term financing for that 
facility. 


The same action was taken by the Ilyich Combine in 
Mariupol by purchasing and installing two tube-rolling 
mills. There 1s no need for those products, and 7 million 
dollars were spent on the purchase of necessary equip- 
ment alone. At the present time, the director of the 
Yenakiyevo Metallurgical Plant 1s obtaining funds to 
reconstruct one of the rolling mills. The goal appears to 
be sound—increased output of reinforced steel and wire 
rods. But, the point is that, at the neighboring 
Makeyevka Plant, such reconstruction 1s already be’ 2 
completed and these high-quality products that m: 
world standards will be produced there in the ne 
future. Therefore, it would be wiser to allocate the funds 
demanded by Yenakivyevo for other enterprises in accor- 
dance with adopted priorities. This program 1s called 
upon to deal specifically with such cases. 


{Malyenko] Still, it would be naive to assume that, with 
the adoption of the program, trouble-free vistas are 
opening up for the enterprises. It would be good if you 
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could talk frankly about those things that are not con- 
sidered in the program, but without which there can be 
no real improvement in the economic situation within 
the metallurgical branch. 


{[Kulychenko] Our program is good on the technical 
plane, and it worked out with something of a technical 
tilt. Unfortunately, however, it was impossible to include 
all of the current economic factors 1n it. This particularly 
applies to a study of market conditions. It will be 
necessary to literally fight for a share of the markets, at 
the same time, however, speaking quite frankly, we are 
poorly prepared for that. 


Serious attention should be focused on the experience of 
Western firms, which would never undertake reconstruc- 
tion without a skilled business plan. Another thing we 
could learn from them is the conduct of reconstruction 
Stage-by-stage, step-by-step, beginning with whatever 
will yield profit at the earliest date. Western specialists, 
for instance, tell us: You have good metallurgical pro- 
duction, it is fully competitive, but the buyer may not 
like the outside appearance of products, the packaging. 
Therefore. someone should probably start not with rad- 
ical reconstruction but with the packaging sector. to give 
the goods a marketable appearance. 


A great deal of money 1s needed for the successful 
clearing up of enterprises and rejuvenation of the branch 
as a whole. If technical rearmament relies mainly on 
funds earned by the metallurgists themselves, then some 
budgetary appropriations will also be required for the 
resolution of social problems. This pertains especially to 
such a painful question as the retraining and employ- 
ment services for laid off workers. This topic, by the way, 
requires a separate discussiun—there are too many prob- 
lems involved. 


What 1s extremely important 1s the creation of condi- 
tions to attract investments in the branch. At present, 
our unstable legislation is simply scaring off foreign 
investors. Their importance for reyuvenation of produc- 
tion may be judged on the basis of the following 
example. As soon as we were given several trillions of 
karbovantsy in credits during April, the volume of 
production immediately increased by a fourth in the 
course of the month, as compared with the first quarter. 


The metallurgical branch is capable of satisfying the 
needs of the country’s national economy while yielding 
competitive products. It is merely necessary to remove 
those obstacles that are preventing this potential from 
working to the fullest extent. 


Crimea Economic Policy Concept Detailed 


944K 14514 Simferopol KRYMSKAYA GAZETA 
in Russian 11 Jun 94 p 2 


[Article by Andrey Chernyavskiy: “Concept of Eco- 
nomic Policy and Implementation of Economic Reforms 
in the Republic of Crimea in the Period 1994-1998" ] 
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[Text] 


General Assessment of the Current Economic Situation 
in Crimea 


The main purpose of this concept is to determine the 
priorities of economic policy and economic transforma- 
tions in the Republic of Crimea for the period 1994-1998 
and the implementation by the Supreme Council, gov- 
ernment, and organs of state power and administration 
locally of measures pertaining to organizational, legisla- 
tive, and political backing for the reforms. 


The concept proceeds from recognition of the fact that 
the economy of the Republic of Crimea is in a transi- 
tional phase both from the viewpoint of the formation of 
a market mechanism of operation and from the view- 
point of the creation of the conditions for an escape from 
the crisis. 


The main features of this transitional stage (transforma- 
tional recession, according to Kornat) in Crimea are: 


transition from a supply economy to a demand economy; 
a drastic slump in production; 

inflation and hyperinflation; 

decline in real personal income: 

an investment crisis; 

change in the structure of foreign economic relations. 


The first proposition is reflected in the incapacity of the 
majority of industrial and agricultural enterprises of 
Crimea for independently undertaking marketing, 
drawing up business plans, and actively seeking solvent 
consumers of their products in Ukraine and abroad. 
Another expression of the proposition 1s the incapacity 
of state-owned enterprises to rationally distribute 
income in consumption and accumulation. Combined 
with Ukraine’s official policy of limiting the supply of 
money (in addition to money and credit issue), this ts 
causing a most acute reciprocal arrears crisis. 


The slump in production in Crimea could be character- 
ized by the following figures. Production in industry as a 
whole in 1993 declined 11.5 percent compared with the 
1992 level. In 1994 the decline in industrial production 
has accelerated appreciably. In January-April of this year 
the deciine constituted 33.1 percent compared with the 
corresponding period of 1993. The greatest decline in 
production was observed at enterprises oriented toward 
imported raw material and intermediate products and 
sale of the finished product to countries of the CIS. This 
applies primarily to enterprises of chemical industry, 
light industry, and building materials industry. The 
slump has affected consumer goods production also. In 
terms of the most important 1tem—food—production in 
1993 declined 12.6 percent compared with 1992, and in 
four months of this year, 35.9 percent. 
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Agricultural production has been slumping since 1990. 
At the present time Crimea’s agriculture has been thrown 
back to the 1965-1970 level. 


The inflationary processes characteristic of all the post- 
communist countries have in the past two years been 
developing rapidly in Ukraine and, particularly, in 
Crimea. In 1993 the wholesale prices of industrial prod- 
ucts grew by a factor of 43. Prices of the products of fuel 
industry grew by a factor of 283 here, food industry, by 
a factor of 50, and fish industry, by a factor of 80. The 
retail price of foodstuffs in 1993 grew by a factor of 113, 
and of nonfood commodities, by a factor of 89. On 
account of the tightening of monetary policy in Ukraine, 
the increase in prices in Crimea has slowed considerably 
in 1994. In the first four months of the current year the 
prices of foodstuffs have increased by a factor of 1.5, of 
nonfood commodities, by a factor of 2.3. 


A consequence of the general economic crisis and hyper- 
inflation in Crimea has been a sharp decline in society’s 
living standard. Despite a growth in personal income in 
Crimea in 1993 by a factor of 28, including a growth in 
wages by a factor of 23, the price of goods and services 
grew by a factor of 60. Thus the personal living standard 
declined in one year by a factor of 2.5 approximately. 
Hyperinflation has hit employees of the publicly funded 
sphere and retirees particularly hard. Over 75 percent of 
the population of Crimea (according to official figures) 
has an income below the minimum consumer budget. 
The differentiation of society in terms of income has 
increased, but has not yet assumed Russian proportions. 


A most important ingredient of the general economic 
crisis in Ukraine and in Crimea has been the investment 
crisis. It is manifested primarily in the fact that the 
amount of capital investments 1s declining more rapidly 
than the volume of production. In 1993 capital invest- 
ments declined 34 percent compared with the 1992 level 
and 51 percent compared with the 1991 level. Capital 
investments in production have been falling at a prefer- 
ential rate here. Hyperinflation devalues funds allocated 
for investments within two or three months and makes it 
impossible to recharge them. The corrosion of the pro- 
duction potential that has been created and the post- 
ponement of the period of the movement of the economy 
of Crimea onto a production growth trajectory are the 
consequences of the investment crisis. 


The vast majority of industrial and agricultural enter- 
prises of Crimea was created by ministries and depart- 
ments of the former Union and functioned as part of the 
so-called national economic complex. Following the dis- 
integration of the USSR, there was a severance of 
business ties, which exerted a particularly strong influ- 
ence on the enterprises of Crimea oriented toward 
exports and the rendering of services chiefly to Russian 
structures. In 1993 Ukraine’s share of Crimea’s com- 
modity turnover grew to 80 percent. Russia’s share of the 
total commodity exchange of industrial engineering 
products declined more than threefold compared with 
1991. A sharply negative balance of trade arose in 
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Crimea in consequence. Some 2 trillion karbovantsy of 
industrial engineering products were imported into 
Crimea in 1993, some 432 billion kKarbovantsy were 
exported, that is, imports exceeded exports |y a factor of 
4.2, including consumer goods by a factor of 2.8. 


Considering the analysis that has been offered, the goals 
and tasks of economic policy of the Republic of Crimea 
should incorporate 


stabilization of the socioeconomic situation in the 
Republic of Crimea and the creation of the base cond)- 
tions for the emergence of the main sectors of the 
economy trom crisis, 


the creation of the conditions for the progressive and 


stable development of the economy of the Republic of 


Crimea by way of the formation of stable and effective 
components of the market infrastructure 


Basic !asks of Economic Policy 


Considering the specifics of the socloeconomic and polit- 
ical si uation in the Republic of Crimea, the concept 
procee Is trom the fact that the set goals of economic 
policy nay be realized if only in their essentials within a 
period of no fewer than four or five years. But the 
situation in the economy and the social sphere at the 
present time is such that the fundamental tasks must be 
tackled as quickly as possible—within a year. It 1s this 
that dictates the need for the implementation of trans- 
formations in two stages 


At the first stage. which, it 18 surmised, will extend to 


mid-1995S. it 1s contemplated securing a stabilization of 


the socloeconomic situation in the Republic of Crimea 
and accomplishing the following tasks: 


First. halting the decline in production at state-owned 
enterprises and stabilizing product manufacture at the 
maximum possible level corresponding to the level of 
demand and not requiring appreciable expenditures 
from the state budget 


Second. stimulating a growth of production in the pri- 


ority sectors of the economy with the aid of a system of 


targeted soft government loans or on the basis of inter- 
state (between states of the CIS and the Baltic) com- 
modity exchange agreements 


Third, alleviating the negative socioeconomic conse- 
quences of the transitional period by way of the intro- 
duction of targeted subsidies for individual categories of 
the populace (thanks to a reduction in budget subsidies 
for the manufacturers of individual types of product). 


Fourth. beginning wide-ranging privatization in Crimea 
and creating the conditions for the development of 
private initiative 


At the second stage 1t contemplated ensuring the 


conditions for the progressive and stable development of 
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the economy of the Republic of Crimea. The accom 
plishment of the following tasks 1s envisaged in the 
course of this stage: 


First, evolutionary structural changes in the economy 
and the laying of the foundations for the formation of the 
optimum structure of production thanks to an improve- 
ment in the system of the allocation of credit and the 
taxation of private investments and the creation of 
economic legislation conforming to market conditions 


Second, completing privatization in Crimea, in the 
main. 


Third, introducing the conditions of “smooth” bank- 
ruptcy and providing for the privatization of state- 
owned enterprises not capable of functioning without 
budget subsidies. 


Fourth, overcoming the investment crisis and attracting 
private, including foreign, investments to the priority 
spheres of the economy on the basis of the political and 
economic stability that has been established in Crimea 


Fifth, providing for the formation of a stable and eth- 
cient system of foreign economic relations of the 
Republic of Crimea. 


Means of Realization of the Set Goals 


The achievement of the set goals presupposes the pursuit 
of a consistent and balanced socioeconomic, structural, 
investment, and foreign trade policy that should be built 
on the basis of the optimum combination of state regu- 
lation of base economic processes and the development 
of market relations. The main means of realization of 
economic policy 1s law-making activity bolstered by 
measures Of organizational and political support for the 
reforms. 


It is essential to take into consideration here the fact that 
the measures implemented at the first stage geared 
primarily to a stabilization of the socioeconomic situa- 
tion of the country cannot be regarded as a final version 
of the reforms. At the same time they must not conflict 
with the strategic goals of economic policy. Proceeding 
from this, the proposed measures pertain chiefly to the 
first stage of the reforms and will be adjusted subse- 
quently or continued, depending on the results that have 
been achieved and the revision (preservation) of the 
main reference points of economic policy 


The implementation of the reforms will affect chiefly the 
currency-finance and budget sphere, investment activity. 
and the banking system and also foreign economi 
activity and the sphere of customs regulation. At the 
same time, on the other hand, 1t would be expedient 
particularly at the first stage. to concentrate efforts on 
two basic problems: 


stabilization of the production sphere and the adoption 
to this end of emergency measures tn the sphere of 
industrial and agricultural policy: 
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the adoption of programs of social support for the 
populace 


Vleasures Lo Stabilize the Production Sphere 


Ihe main directions of industrial and agricultural policy 
are dictated by the need to halt the slump in production 
and to alleviate the negative consequences of structural 
reorganization in sectors of the production sphere. These 
tasks, while essentially local, will determine, nonetheless, 
the success of all the strategic designs of the Government 
of the Republic of Crimea. Despite the diversity of 
causes of the crisis in the production sphere, it 1s 
proposed putting the emphasis in industrial and agricul- 
tural policy on a resolution of the following problems: 


an improvement in financial and tax legislation and the 
conditions of foreign economic activity 


the establishment of business relations between enter- 


prises of the Republic of Crimea and the supphers of 


material and technical resources from other countries of 
the CIS and the Baltic: 


an improvement in the system of centralized and com- 
mercial lending: 


the replenishment of enterprises’ financial resources. 


({n imprevement in financial and tax legislation and also 
the conditions of foreign economic activity 1s an essential 


condition of the stabilization in Crimea of sectors of 


industry and the national economy. It 1s planned in the 
sphere of taxation to implement a set of measures for 
easing the tax burden. These measures will include a 
gradual lowering of the tax rate (this applies primarily to 
value-added tax and profits tax), a limitation of the 
number of levyable types of tax, a simplification of the 
taxation procedure, end the establishment of preferential 
tax rates for individual subjects of economic activity. 
fhe government intends simultaneously implementing 
measures to reinforce the tax system 


Currency legislation requires a certain liberalization, 
[he first steps in this direction have already been taken. 


Nonetheless, the general approach to the problem of 


expansion of the circulation of foreign currencies in cash 
and noncash form should be balanced and cautious. It 1s 
essential to consider that substantial numbers of the 
population of Crimea are employed in the publicly 
funded sphere and that retirees have income that is 
almost exclusively in the national currency of Ukraine 


In the sphere of regulation of foreign economic activity it 


is essential to switch to a more simplified procedure of 


the issue of licenses for export-import transactions and 
to shorten the list of commodities subject to export 


estrictions 


Phe system of accounting for the results of economic 
ctivity of enterprises of all types of ownership. specifi 
ily. the current procedure of attribution of outlays to 


production costs, requires improvement 
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lt is impossible to restore the business ties of enterprises 
without serious state support, the sense of which 
amounts to the creation of a guaranteed market of goods 
and services. 


As already observed, the balance of production and 
consumption in the republic is shaping up such that a 
substantial part of the gross product passes through 
foreign trade channels. Negotiations and the conclusion 
of agreements at government level with other states of 
the CIS and the Baltic on reciprocal supplies of commod- 
ities in accordance with an agreed product list could be a 
principal step, therefore, in the creation of a stable 
market for the products manufactured and consumed by 
enterprises of Crimea. 


The government should contribute to the creation at 
State-owned enterprises of a modern service for mar- 
keting and the compilation of business plans and systems 
of determination of the economic efficiency of invest- 
ment nrojects. This also should contribute to the estab- 
lishment of business tles between enterprises of the 
Republic of Crimea and suppliers and consumers of their 
products in countries of the CIS, the Baltic, and the far 
abroad. 


Reciprocal supplies in accordance with intergovern- 
mental agreements could be undertaken not only by 
state-owned but also private enterprises, and enterprises 
and firms could be enlisted in the fulfillment of supplies 
on a competitive basis, what 1s more. At the same time it 
would be expedient for the Government of the Republic 
of Crimea, when negotiating, to proceed from the com- 
modity flows that had been established prior to the crisis 
and in whose preservation both the governments and the 
local authorities of other states are interested. This 
would predetermine the enlistment in the fulfillment of 
the said supplies chiefly of state-owned enterprises that 
have an established list of manufactured products. 


It is essential in parallel to stimulate the establishment of 
direct business ties between enterprises of the Republic 
of Crimea and their partners in other states. The offi- 
cially approved formats of the supply of vegetables and 
fruit to the northern parts of Russia and the sale of passes 
for health center-resort treatment directly at enterprises 
of other republics could constitute a basis for such 
mutual relations. 


\n improvement in the system of centralized and commer- 
cial lending presupposes primarily the organization of a 
negotiating process between the Government of Ukraine 
and the National Bank of Ukraine for the normalization 
of the allocation to Crimea of credit resources at the 
effective discount rate. At the present time the National 
Bank makes resources available to the ministries and 
departments, which then channel them to the enter- 
prises. Under these conditions an acute shortage of 
redit resources has come about in Crimea, and there 1s 
a large gap between the discount and commercial lending 
rate. As a result of the negotiating process Crimea, as a 
region, should obtain a certain quota of centralized 
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credit resources of Ukraine. These resources should be 
distributed by the Republic Bank of Crimea in the 
priority directions determined by the Government of 
Crimea. The commercial banks, via which the credit 
resources would be channeled to the consumers, must 
not raise the National Bank of Ukraine rate above the 
margin established by the Republic Bank of Crimea. 


The shortage of financial resources of the enterprises may 
be overcome by use of the system of the preferential 
financing and stimulation of commodity-exchange trans- 
actions. 


The system of preferential financing should differ fun- 
damentally from that employed earlier in Ukraine and tn 
Russia, in accordance with which financial resources 
were allocated from the state budget via the central 
banks at an artificially low rate. It is proposed putting the 
main emphasis on the attraction of the financial 
resources of the commercial banks, not only Crimean 
but also those of Ukraine, Russia, and other states of the 
CIS, what 1s more, at the market interest rate with 
compensation for the difference between the current and 
preferential credit rate from resources of the state 
budget. The recipient enterprise must guarantee here 
repayment of the credit subsidies from an increase in 
taxes paid to the treasury. The level of the preferential 
rate will be established at the time of the adoption of the 
budget of the Republic of Crimea with regard to the 
prionty nature of the sectors of the national economy. 


Considering the limited possibilities of the republic 
budget, the agro-industrial complex should remain a 
most important sphere of soft loans. 


The stimulation of coinmodity-exchange transactions 1s 
a forced step partially compensating for Crimean enter- 
prises’ lack of financial resources. The system of stimu- 
lation should be structured predominantly on the basis 
of the granting of commodity-exchange tax privileges if 
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the “product for raw material components” or “product 
for production engineering equipment” exchange format 
is Observed. In this case the losses of the state budget in 
the granting of these privileges would be partially or even 
fully compensated thanks to the increased taxes from the 
growth of the production of the enterprises in receipt of 
these privileges 


Ihe broad-based privatization of enterprises of state and 
municipal ownership should begin in Crimea at the first 
stage. It would be expedient beginning the privatization 
with small and medium-sized enterprises. It 1s essential 
in the organization of the privatization process to take 
account of the interests both of the work force and of 
persons employed in the publicly funded sphere and 
retirees with registered privatization accounts (vatsily). 
It would be expedient in the privatization of large-scale 
properties to organize investment bids to attract addi- 
tional funds for their reconstruction and development. 


Privatization should lend new impetus to the develop- 
ment of Crimea’s enterprises, increase the interest of the 
work force in the results of their activity, stimulate the 
more rational distribution of the newly created value, 
and increase the rate of savings in profits. 


The broad-based privatization of the land and also 
properties of the recreational sphere 1s not contemplated 
at the first stage of implementation of the reforms in 
Crimea. 


The anticipated result of the proposed measures 15 the 
restoration of business ties of the enterprises of the 
Republic of Crimea and a partial resolution of the 
problem of arrears and the lack of financial resources. 
The expenditure of the state budget on implementation 
of the said measures would be negligible and would not 
exceed the current level of subsidies for the public sector. 
Time of implementation—within the first stage of the 
reforms, with subsequent adjustment 
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BELARUS 


1994 First Quarter Economic Statistics 
Summarized 


944K 14894 Minsk ZVYAZDA in Belarusian 25 May 94 
pl 


[Article by Ivan Baranowski under rubric “From the 
State Committee for Statistics”: “A Situation of Uncer- 
tainty. Some Results of Four Months of the Work of the 
National Economy”’| 


[Text] The republic’s economic situation ts characterized 
by the same crisis phenomena that prevailed earlier. The 
State Committee for Statistics [SCS] reports that the 
national income generated in the four months comes to 
only 66 percent of last year’s, and the same problems 
persist in regard to sales of finished goods and mutual 
settlements. As of | May, the value of stocks of finished 
goods stood at 3 trillion rubles (other estimates put the 
figure somewhat higher). Our enterprises’ indebtedness 
to enterprises of other countries of the near abroad, 
chiefly Russia, for goods shipped and services rendered, 
is growing. Profitability is falling—i.e., the cost of pro- 
ducing goods 1s rising faster than profits from their sale. 
In January-March, profitability in industry stood at only 
12.7 percent, and the lowest level was in instrument 
making—6.2 percent. In the first quarter, 995 enter- 
prises and organizations—12.3 percent of the total num- 
ber—made losses. Losses totaled 930.5 billion rubles. 


According to the results of four months, production 
output declined by 62.2 percent in the fuel industry 
(including by 66.2 percent 1n oil refining), 43.3 percent 
in the building materials industry, 42.9 percent in light 
industry, 35 percent in machine building, and 31.2 
percent in the woodworking, pulp and paper industry. 
The smallest decline was 15.6 in the food industry. In 
industry as a whole, production volumes declined by 
33.3 percent. 
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In April, 17 enterprises did not work at all, and 264 
reduced their work week. The SCS reports that work 
time losses for various reasons in January- 
April—including due to lack of material resources and 
difficulties with sales—were equivalent to a |3.6-percent 
rate of idleness of the ave-age number of workers on 
roster (add to this a few percentage points of the official 
unemployment level and we may get a figure close to its 
actual level). 


Inflation hit hard once more in April. In February and 
March it rose by 18.7 and 10.2 percent, respectively. but 
in April it hit 28.6 percent (by the way, some sources put 
it even higher). Undoubtedly, as might be expected, the 
inflation was made worse by unsecured “seed” credit 


The republic’s economy started this month under condi- 
tions of the proclaimed common customs space with 
Russia. Our anticipated gain from this 1s the lifting of 
Russian duties on energy, in particular. But it must be 
kept in mind that even duty-free Russian resources, 
however cheap, still have to be paid for with money 
earned primarily on the Russian market (or currency), 
money earned under conditions of competition in the 
market with other foreign producers and Russians too 
Sometimes, moreover, we fall prey to that old over- 
confidence and say, If the price of energy were equal, 
Russian producers couldn't compete with us. We say, 
The Russian farmer would only buy our tractors 


Meanwhile. Russia 1s swiftly reforming its economic 
relations and, accordingly, “educating” strong potential 
competitors with whom our producers will inevitably 
clash. Our measures in response, and the results thereof, 
are much more modest. The recent mission of the 
International Monetary Fund that surveyed our 
economy pointed out that our economic policy in general 
is characterized by a situation of uncertainty which, 
among other things, 1s also being greatly influenced by 
persistent uncertainty regarding the uniting of tnonetary 
systems. We can agree with this assessment. but it 1s 
worth adding that this situation has clearly gone on too 
long. 
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AZERBAIJAN 


Current Problems in Publishing Business Detailed 


Y44K 14134 Baku BAKINSKIY RABOCHTY in Russian 
i7 May 94 p 2 


[Interview with Afik Velimetoyv, chief economist of the 
\zerbayan Publishing House, by Rustam Alivevy, 
BAKINSKIY RABOCHIY correspondent; date and 
place not given: “Improvements Have Been Noticed: 
Problems Remain” | 


[Text] The Azerbaijan Publishing House, the republic's 
largest printing facility, has recently been experiencing 
very difficult times. The severance of economic ties; the 
sharp jump in prices for printing materials imported into 
the republic, primarily from Russia; and other market- 
related expenses have created quite a few problems. As a 
result, the regularity with which many newspapers are 
nublished has been disrupted, prices for publishing ser- 
vices have increased almost every month, and the printing 
rendition and quality of the printed product have sharply 
fallen. The subject of the interview “How They Have 
Robbed ‘Azerbaijan, with the publishing house's general 
director, which was published in BAKINSKIY RAB- 
OCHIY and KHALG GAZETI on the first of April of 
this year, concerned these and many other aspects of the 
publishing house's activity. 


“How are things today with the publishing house? What 
has changed since its transfer to management by the 
Administration of Affairs in the president's staff?" The 
conversation of our correspondent with Afik Velimetoy, 
chief economist of the Azerbaijan Publishing House, 
began with these questions. 


[Velimetov] In my opinion, this vear should be the 
e one in the publishing house's emergence from 
its protracted crisis. The first quarter results inspire 
optimism and are witness to the fact that, in the main, 
the path selected to overcome the combination of prob- 
lems 1s the correct one. I will not make unsubstantiated 
Statements: I will cite concrete facts. Thus. the profit that 
remained at the publishing house's disposal during that 
quarter 1s almost twice as much as that which all of last 
ear brought us. Whereas our debt to the bank was 70.1 
million manats on | January, 1t does not exceed 18 
million manats today, despite the enormous inflation 
and the increase in bank interest for loans 


dec wry 


[Alivev] How have vou managed to achieve these 
changes’ Perhaps the delivery of printing materials has 


1 


neen normalized 


) 


Velimetov] No, it 1s just the opposite. Deliveries have 
only been reduced. but the prices for these materials 


have increased sharply. Moreover, as before. questions 
onnected with exchanging the manat for rubles have not 
been solved, and transportation expenditures and cus- 


toms duties have increased, in particular. for products 
mported into the republic from Russia. As I have 


already pointed out. however. a certain Improvement 1S 
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being observed in the publishing house’s financial and 
economic activity. The fact that we were able to forecast 
future difficulties awaiting our printing trade has helped 
us prepare somehow for them. 


First, we oriented and mobilized the collective and our 
printing capabilities to the production of so-called cul- 
tura! and personal goods and consumer goods. In partic- 
ular, we expanded publication of the products list of 
goods absent in the market. In particular, we organized 
the production of school notebooks and textbooks. An 
increase In management and production discipline 
helped us establish economic effectiveness for each order 
more carefully. This decreased expenditures per one 
manat of commodity output from last year’s level of 96 
gyapiks to 61 gyapiks by the end of the first quarter. In 
addition, we organized businesslike and mutually bene- 
ficial relations with the republic’s book publishers 


[Aliyev] Did not all of this reflect adversely on the 
publication of newspapers? 


[Velimetov] I ask that you direct your attention to the 
fact that our prices for printing newspapers and for 
newsprint has not changed since January, that 1s. we 
were somehow able to stabilize the prices for the pub- 
lishing house’s main type of activity—providing typo- 
graphic services for newspaper production, which occu- 
pied approximately 80 percent of our total commodity 
volume for years. Now, the percentage of newspaper 
production does not exceed 50 percent 


[Alivev] Perhaps, 1t has become unprofitable for you to 
publish newspapers? 


[Velimetov] I would not say that.... The drop in the 
percentage of newspaper production 1s connected with 
the reduction in the circulation of periodicals, this 1s 
unprofitable and inefficient from an economic point of 
view. That 1s why we are introducing practical adjust- 
ments in the list of published products. This is a demand 
of the times and the meaning of market relations—for 
example, having analyzed the situation, we increased our 
attention toward the production of book items 


[Alivev] It 1s rumored that a new landslide-type increase 
in prices for the publishing of newspapers 1s coming in 
the near future—as has previously occurred repeat- 
edly... 


[Velimetov] I think that a landslide-like increase in 
prices will not occur, although there 1s still no complete 
guarantee of this. We are following a reasonable pricing 
policy, as the market demands. In cases where the 
publishing house’s capabilities permit stable prices for 
the publication of newspaper products to be maintained. 
prices will remain the same 


If the trend toward further increasing prices for printing 
materials 1s maintained, this naturally will force us also 
to increase their wholesale cost, since 1t 1s rmpossible to 
forget about the interests of the publishing house and its 


collective, which we are obliged to protect. However 
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there are factors that are independent of us; these are an 
increase in energy rates, raw material imported from 
Russia, and so on. 


[Aliyev] Many newspapers are today not being published 


in general. Is this not connected with the toughening of 


the publishing house’s economic policy? 


{Velimetov] For a long time, quite a few newspapers 
were published....on credit, violating the production 
contract with the publishing house. It came down to the 
fact that the editorial boards’ total incurred debt to the 
publishing house reached the half-billion (in rubles) 
mark. This put the normal existence of the publishing 
house itself in doubt. It was necessary to toughen the 
economic interrelationships with the debtor editorial 
boards, since it was simply impossible for us and for 
them to work this way any longer Of course, dissatisfied 
people appeared, but we withstood the pressure. 


Incidentally, thanks to this completely fair policy, we are 
managing to raise wages and, at the same time, distribute 
them. Moreover, many other social problems, whose 
realization 1s more than an enterprise can afford today, 
are being solved—for example, we are planning to lay the 
foundation of a nine-storey apartment house for our 
workers this year. We are planning to repair the main 
building of the publishing house, and much more. A 
preliminary plan for establishing a vacation area 1n 
Absheronskiy Rayon for printing workers exists. As they 
say, Allah will smile as soon as the war ends.... 


[Aliyev] In your view, were the first quarter’s positive 


results achieved exclusively thanks to the toughening of 


relations with your partners? 


[Velimetov] Of course not. This 1s the beginning of the 
implementation of a long-term program based on the 
effective use of the experience acquired by the collective, 
efficient operation of equipment, savings 1n expendi- 
tures of raw material and materials, strict production 
and management discipline, and, the most important 
thing, the accurate construction of relations with part- 
ners and customers—in a word, the realization of all 
components making up normal market relations. 


| will also talk about something else in this connection. A 
joint enterprise with Russia, which will supply the pub- 
lishing house with printing materials. 1s now itn the 
founding stage; we hope that it will start operating in the 
very near future. Let us say right out that we are placing 
rather large hopes on this joint enterprise. 


In addition, we have established a motor transport 
enterprise, which engages in all repair and maintenance 
work and provides services to the population, on the 
basis of the publishing house’s garage. Incidentally, we 
would like to report that the publishing house allocated 
R96 million last year to cover the financial losses con- 
nected with motor transport servicing of the editorial 
boards. One cannot resign oneself to this situation in the 
future, that 1s why we have established an independent 
enterprise having the rights of a juridical person, which 
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will be financed through its own activity. In the future, 
the publishing house will receive a percentage of its 
profit. 


[Aliyev] It is Known that many enterprises have not been 
distributing wages for months, that some are completely 
idle, due to a lack of materials and raw materials and, 
moreover, that they have recently resorted to such 
actions, which you know about, as a reduction in 
workers. Will this not apply also to the publishing house? 


[Velimetov] Considering the present slump in produc- 
tion everywhere, perhaps a reduction in production and 
management personnel should follow in accordance with 
the severe laws of a market economy. However, we are 
not pursuing such a goal, since we are trying to carry out 
market reforms with consideration given to the human 
factor. Moreover, as I have already pointed out, despite 
all difficulties, we are finding capabilities to increase 
wages regularly, pay a 13th wage, and so on 


[Aliyev] In conclusion, let us return to the recent inter- 
view “How They Have Robbed ‘Azerbaijan,’ with the 
publishing house's general director. In particular, it was 
pointed out there that up to 25 commercial structures, 
which have practically not yielded any returns, were 
functioning in the publishing house in an incomprehen- 
sible manner. 


[Velimetov] Since that time, we have been able to free 
ourselves from many commercial organizations that 
were unprofitable for the publishing house. In particular. 
we parted with ones like the Milli Dastan Theater. 
Topaz, Tidzharet, Ulduz. the Torpag Store Fund, 
Gyulzar, Elzar, Agdam. Araz-9. Karvan, and Khazar-1. 
Legally sound documents to cancel contracts are still 
being prepared for some. in order to use the areas 
occupied by them more efficiently. 


It seems that 1f we should, for example. delay for half a 
year the implementation of the mentioned measures. the 
Azerbaijan publishing house would “fall ill” for a long 
time.... Naturally, it 1s very difficult to solve in a short 
time all the problems that have accumulated: of course, 
time 1s required to do this. I would like to believe that it 
will work for us and, consequently, for the good of the 
republic also. 


Academician Views Energy Sector Problem 
944K 1468A Baku GUNAY in Russtan 1S Jun 94 p 


[Report by Ye. Krishtalev and I. Roytapel 
ment of the Power Generation Sector and Social Prob- 
lems] 


‘Deve lop- 


[Text] Last week a meeting with Academician Chingiz 
Dzhuvarly, a leading specialist in the field of power 
generation in Azerbaijan, was held at the Baku Institute of 
Social Administration and Political Sciences. He 
informed his listeners about the current situation in power 
generation and its situation in Azerbaijan, and associated 
social problems. 











72 CAUCASUS 


Phe academician elaborated on two problems tacing the 
power generation industry in Azerbayan and the world: 
first. power generation per se and increasing the equip- 
ment’s efficiency; and second, transfer of power over 


distances 


\zerbayan currently produces 4 million kwhr of electric 
power. It 1s envisaged to bring the power output to 10 
million kwhr by the vear 2005 (one large station in the 
West produces about 12 million kwhr). 

On the subject of exporting electric power and Azerbai- 
Jan's potential, Academician Dzhuvarly said that our 
republic may become an electric power exporter and 
even now, in this difficult time for us, we export a 
quantity of power to neighboring Georgia 


In an interview specially for GUNAY, the scientist 
emphasized that according to the terms of the contract 
with a Western oil consortium, all payments for power 
consumption will be made by representatives of these 
companies. Chingiz Dzhuvarly also said that the 
republic population is not being deprived of its legiti- 
mate share of electric power despite the increase in 
oil companies activities, 
since currently only 40 percent of the power produced 1s 
being utilized, and the other 60 percent “disappears” 
who knows where 


power consumption due to 


Academician Dzhuvarly talked about the trends in elec- 
tric power generation from so-called small-scale 


sources—solar, wind-powered, and tide-powered power 
stations. The potential of solar energy 1s extremely great 
If we process only 3 percent of the energy of our sun we 
will produce approximately | trillton kw. But, noted the 
icaden in nother serious problem = arises—the 
problem of safety of life on the planet. The scientist 
named the limits tor developing power generation and 
civilization on Earth—100 billion kw per 10. billion 
persons. If the capacity 1s increased above 100 billion 
kw. irreversible changes may occur on Earth, and a 


catastrophe 1s inevitable 


ed his forecast of social relations 

ves that large. developed. militarily 
tries in pursuit of gain will encroach on the 
interests of small. less developed countries. imposing on 
them a certain population and power generation limit, 
because overproduction of power and overpopulation 
Iwilization 


Ch. D7zhuvarly also shat 
inthe future: He bel: 


may destr 


Democratic Youth Union Formed 
Y44K 146SB Bat ld (7 N 1} 1?) R iS 


) 


ian 1S Jun 94 p 3 


[Untitled report by N. Akhmedh] 


[Text] A founding congress of the Democratic Youth 
Union of Azerbayan [SDMA] was held on 11 June in the 
Azerbaijani State Academic Opera and Ballet Theater 
[he decision to create a u. 10n was made on 27 May 
04 Fifteen davs | \ 


later, SDMA initiative groups already 
20 institutions of higher 


, > fiinet 71197 . ’ 
Were ioning in more than 
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learning and secondary schools in the republic. The 500 
delegates elected by these groups took part in the con- 
gress. 


Ihe congress adopted the Rules of the Democratic 
Youth Union of Azerbayan. 


Rovshan Dzhavadov outlined the main directions of 
SDMA activities. Then elections were held to the union’s 
governing bodies. The congress elected Rovshan Dzha- 
vadov as SDMA chairman. Elections were held to the 
Supreme Council and the Central Audit Commission. 


The congress participants declared that in keeping with 
the Republic of Azerbayan law on public organizations, 
the Democratic Youth Union of Azerbaijan will not 
engage in political activities. Its main goal 1s to aid 
directly the process of building a democratic state in 
Azerbaijan. Another important direction of its work 1s 
young people. Defining its tasks in the area of social 
protection of young people, their patriotic upbringing 
and physical fitness, as well as developing their talents, 
the union made a decision to hold a congress once every 
four years 


Republic Lacks Currency Market 
944K 1468C Baku GUNAY in Russian 15 Jun 94 p 2 


[KHABAR-SERVIS report: “Republic Does Not Have 
Foreign Currency Market as Such’ ] 


[Text] The state of the foreign currency market tn 
Azerbaijan and the exchange’s effect on 1t were discussed 
in the course of the recent visit by an IMF mission to 
Azerbaijan, at a meeting between IMF representatives, 
headed by William Alexander, and top officials of the 
Baku Interbank Foreign Currency Exchange (BMVB). “I 
did not get, however, any advice or recommendations 
from W. Alexander regarding our work,” said BMVB 
head manager Farkhad Amirbekov. “This 1s understand- 
able: The foreign currency exchange practically does not 
function, which means there are no problems worth 
discussing. Neither 1s there a foreign currency market as 
such in Azerbayan today.” 


Many questions in this area are awaiting resolution. F. 
Amirbekov noted that the two main components of the 
financial market in Azerbaijan—the interbank foreign 
currency market and the credit market closely associated 
with it, currently practically do not function. There 1s no 
free redistribution of noncash foreign currency, no nor- 
mative acts of the National Bank regulating the foreign 
currency market, while the Law “On Foreign Currency 
Regulation,” which the parliament has adopted, 1s still 
not operating. No system has been set up for hard 
currency earnings of enterprises to be redistributed 
between banks through unrestricted sale on the foreign 
currency market. Still unresolved are taxation issues for 
domestic and foreign enterprises on the territory of the 
republic that have foreign currency earnings. The Law 
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“On Protit From Physical Persons” needs to be amended 
since in its current form i actually stimulates the growth 
of inflation 


Ihe work of the BMVB 1s also made more difficult by the 
fact that beginning in May this year a certain percentage 
of enterprises’ hard currency earnings 1s to be sold to the 
state at the National Bank exchange rate and become 
part of the Common Foreign Currency Fund, while the 
remaining share is left with the enterprises. Thus, the 
National Bank does not have tts own resources and 
revenue, and cannot act freely with respect to the 
exchangeable part of the Stabilization Fund’s resources 
In our opinion, it 1s necessary to transfer the Stabiliza- 
tion Fund to the sole jurisdiction of the National Bank 
and resolve the question of distribution of foreign cur- 
rency. In this case the Interbank Foreign Currency 
Exchange will begin to function, too. It would also make 
sense to mandate selling a part of enterprises’ foreign 
currency earnings through the toreign currency 
exchange, as 18 done in Kazakhstan, Russia, and Mold- 
OVa 


GEORGIA 


Democratic Party Statement on Economic, 
Political Concerns 

944K 143514 Thilists SAKARTVELOS RESPUBLIKA 
in Georgian 12 Apr 94 p 4 


[Statement signed by Gela Kvlividze, Guram Ustiash- 
vili, and Shalva lashagashvilr in the name of the 
National Committee of the Democratic Party, Tbilisi, 
March 1994: “Statement of the Democratic Party Con- 
cerning the Economic, Social, and Political Situation in 
Georgia’ | 


[Text] The economic crisis and social and political 
tension continue to worsen, the economy 1s fragmenting 
and falling apart, and economic violence prevails instead 
of free competition—in the form of illegal business and 
economic bureaucracy, resulting in the flourishing of 
economic parasitism. The population’s social decline 
and economic impoverishment are worsening day by 
day. There 1s a real danger that the criminal world will 
achieve virtual statehood. The economic system's crisis 
has brought the state close to the limit beyond which 
society's degradation begins, due to many objective and 
subjective factors, which include 


the conditions resulting from the disintegration of the 
Soviet Union, and the impact thereof, 


corruption and the looting of the nation’s property by 
various legal and illegal means 


This situation has been greatly impacted by the conflicts 
in the Tskhinvali region and Abkhaz1a—especially the 
tragedy resulting from the Abkhazian war. It was clear 
from the outset that the Abkhazian conflict stemmed 
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from a massive international conspiracy, and that vat 
ious Outside forces prepared to take part in it. But 
neither society nor our leadership managed to manifest 
Georgians’ characteristic foresight, vigilance, wisdom, 
and ability to correctly assess their own capabilities; they 
fell into our enemy’s trap, fell prey to illusion, and we 
have not escaped the historical punishment 


A way needs to be found out of this grave social, 
economic, political, and energy crisis, and efforts to find 
one are underway. 


We believe that society's development crucially depends 
not only on forms of property ownership but also on 
social, economic, and overall state policies founded on 
the social harmony of all segments of society. Prosperity 
for all! That is our aim. Hence, it is essential to work out 
and swiftly implement a realistic, effective plan to stabi- 
lize the economy and balance the budget on a concrete 
economic level whose basic principles are these 


—putting a halt to the decline in production and 
reforming the economy; 


—preserving the scientific-technical and production 
potential: 


—easing social tensions; 
—stopping the decline in the standard of living: 
—substantially relieving the burden of inflation; 
-Stabilizing the money exchange rate. 


Phe necessary foundation for implementing these pro- 
cesses 1s the gradual transformation of the republic's 
economy to a social market economic system. In car. 
rying out these measures an essential role 1s played by the 
national movement's strategy and tactics. The national 
movement is the kind of social-political movement 
which, at any given historical stage, must ensure more 
spiritual, physical, material, economic, cultural, and 
overall development-fostering conditions and possibili- 
ties in the life of the nation. It 1s an ongoing historical 
process which sometimes slows down and sometimes 
speeds up. Any movement which does not have these 
attributes cannot be considered a healthy national move- 
ment. A national movement ts born spontaneously in the 
midst of the people and then takes on an organized 
character. It is united and indivisible. In the life of some 
peoples it may also happen that those in power, espe- 
cially if they are imperialistic, themselves create a false 
national movement from the top tn order to discredit the 
real national movement or as a screen for some action 
that 1s against the people’s interests. This results ina 
historical paradox. Honesty is replaced by greed. beauty 
by ugliness, good by evil. light by darkness, all of this 
being passed off as historical values. Forces and _ pro. 
cesses like these can do more harm to any people than 
even the most savage invader 


National movement, national figure, and Man of the 
People are all merely words, and they ought not to be 
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overused, It 1s the people who must acknowledge and 
confirm a national movement, and it 1s the age that must 
give any person the title Man of the People. History's 
demon laughs out loud! If any nation tn whose life this 
kind of thing happens fails to form into a fist of fury and 
send them al! back where they came from, that nation 
may truly become the victim of historical fate. 


“God 1s with us,” they cried.... But the mention ot God 
in mouths of sin only angers Him and invites punish 
ment. And that’s what happened! We also must mention 
those who five or s1X vears ago were praising to the skies 
that which they today are cursing to the skies, a grave sin 
That's what it 1s. Let history judge everything 


In the matter of stabilizing the country, political stability 
occupies a special place, but political stability cannot be 
fostered by the notion, advanced by certain circles and 
taken up by certain segments of society, of scheduling 
early parliamentary elections. We know who those polit- 
ical forces are who are in favor of this notion, and ther 
aims. We cannot share those views, for the following 
reason: First, a new Georgian Constitution has to be 
adopted; second, a law on local government and Geor 
gia’s territorial layout; third, anew law on elections must 
be worked out and passed: fourth. criminal gangs need to 
be crushed and the social situation needs to be stabilized 
Only after that can we speak of new elections; otherwise 
what will happen ts that armed gangs and mafia outfits 
will win the elections, and the people will wish they had 
today's Parliament back. 


We agree that the work of Parliament is in need of 
substantial improvement. but we cannot go along with 
any insults to the Parliament, because insulting Parlia- 
ment 1s the same as insulting the Georgian state 


We believe, at the same time, that all the members of 
Parliament will soon unite their efforts to work out and 
implement the organizational, legislative, and other 
measures which will give a worthy form to the first 
Georgian Parliament in Georgia’s history 


[signed] GELA KVLIVIDZE, GURAM USTIASHVIL]! 
SHALVA IASHAGASHVILI in the name of the 
National Committee of the Democratic Party, Tbilisi, 
March 1994 


New Periodical To Focus on Rural Concerns 
Y44K1436C Thilisi SAKARIVELOS RESPUBLIKA 


in Georgian 13 Apr 94 p 4 


[Unsigned item under the rubric “A New Newspaper’ 
As an Aid to the Georgian Village] 


{ Text] Helping and aiding the troubled Georgian village 
is the patriotic and noble mission that has been under 
taken by the newly formed Georgian Village Society 


president). Its 


(Professor Bidzina Sardzhveladze 
pose 1s to unite the efforts of anvone who cares in ordet 
to help the village get on its feet. This aim 1s promoted by 
the Society's newspaper KARTULI SOPELI [Georgian 
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Village] (Vaso Kasradze, editor), the first edition of 
which came out the other dav 


lhe lead article on the first page presents the program by 
which the newspaper promises anyone concerned about 
the village to regularly discuss relevant themes. The 
editors anticipate that both farmers and specialists wall 
need advice, help, and relevant information in order to 
deal with specific problems. This will be 
readers under rubrics such as “Theme of the Weck 

“Commentary.” “News From the Villages.” “Market 


offered to 


Prices.” “The Hard Working Farmer.” “Letters to 
KARTULIT SOPELI” “A Scientist's Opinion.” “What's 
New in Legislation,” “Questions and Answers,’ “Chron- 


icle of the Life of Business Circles.” “Stock Exchange 
News. “Prices.” and “The Family Purse.” 


Ihe newspaper also intends to pay special attention to 
offer advice on taking care of orchards, vinevards. field 
crops. plantations, and livestock sections, advice which 
will be useful to readers through the vears. In this way it 
emphasizes that it wants to be as practical and useful as 
possible and help its readers solve their problems 


Businessmen Appeal to Shevardnadze on 


Restrictions 
YAAK 143604 Thilist SAKARTVELOS RESPUBLIKA 


in Georgian 13 Apr 94 p 


[Open letter to Shevardnadze from Brokers Guild and 
National Union of Free Entrepreneurs of Creorgia 
“When Entrepreneurs Are Unfairly Restricted An 
Open Letter to the Head of State of the Republic of 
Georgia | 


[Text] The extremely harsh and hostile policy that has 
been conducted toward commercial structures lately 
compels us to write this open letter to you as the Head of 


State of the Republic of Georgia 


\ta time when the republic 1s experiencing an economic 
crisis. declining production. inflation 
standard of living, there are certain state bodies which 
through their unthinking actions, are further aggray ating 
the situation. They are making decisions whose aim 1s to 
restrict the activity of commercial structures. This can 
hardly fail to cause concern among entrepreneurs. most 
trying to help the country improve the 
economic situation. 


and a declining 


olf whom are 


Article 10 oft the 25 uly 
~On th Principles Of By SINESS av 11\ itv 
ally that the entre 


199] Republic of Georgia Law 
States spect 


preneur shail be independent in his 


activity. State intervention in the entrepreneurs activity 
IS not permitted except in cases stipulated by laws of the 


Republic of Georgia. The state 1s the guarantor of 
nrotection of the rights and lawful interests of entrepre 


neurs in Georgia 
! niortunatei } Ings happe n different], mM practice The 
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In particular, not only has the state failed to create the 
necessary elementary conditions for the normal exist- 
ence and development of business activity, conditions 
such as communications, swift and reliable banking 
transactions, supplies of electricity, functioning trans- 
portation, protection against criminal elements, and so 
on, but in fact has, through frequent unlawful interven- 
tion by its official agencies, actually harmed entrepre- 


neu&rs 


On 26 March 1993, the National Bank of the Republic of 


Georgia made a decision which prohibits the sale of cash 
currency via cashless transaction. The Caucasian Stock 
Exchange, as a law-abiding organization, complied with 
the requirements ot this document, but 1t appealed to the 
Republic of Georgia Parliament, Cabinet of Ministers, 
Procuracy, and other bodies to act to overturn the 
above-mentioned unlawful decision of the National 
Bank, because that decision only served the narrow 
interests of the National Bank and the personal interests 


of some of its official. Given the rate of hyperinflation, if 


the National Bank cannot guarantee swift cashless trans- 
actions and they take several banking days, sales and 
purchases of currency via cashless transaction make no 
sense at all. Add to this the fact that the National Bank 
prohibits the removal, for business needs, of any cur- 
rency that winds up in a currency account via cashless 
transactions (it 1s permitted only for travel), and it 1s 
clear why entrepreneurs benefit from purchasing cur- 
rency via cashless transactions while the National Bank 
benefits from prohibiting them. Again, add to this the 
fact that the volume of these transactions on the Cauca- 


sian Stock Exchange ran as high as several tens of 
rubles and several tens of thousands of 


millions of 
dollars as a result of legal trading, and it 1s clear that, 
after it was banned, the state budget and the Caucasian 
Stock Exchange lost the chance to earn considerable 


income 


Unfortunately, the state has taken a year now to react to 
the considerable damage inflicted on itself and on busi- 
ness structures, damage which has been caused by the 
unlawtul decision (No. 2/4, 26 March 1993) of the Board 
of the National Bank of the Republic of Georgia. Let us 
note that according to the Republic of Georgia General 
Procurator’s 17 May 1993 Representation (No. 7-8 g- 
1993) on eliminating violations of laws regulating and 
licensing currency transactions, the aforementioned 
decision by the Board of the National Bank was ruled 
unlawful and was to be brought into compliance with the 
iw within one month, but in vain. 


Batono Eduard! We appeal to you in the hope that 
isures will be taken and competent bodies will be 
ordered to study the issue in greater depth and resolve tt 


legal principles reflecting the republic's interests. 


We a infident that your intervention wall produce 


Sif results 
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Ajarian Official Outlines Batumi Potential 


944K 1430B Thilisi SAKARTIVELOS RESPUBLIKA 
in Georgian 13 Apr 94 p 3 


[Interview with Ajarian First Deputy Industry Minister 
Tamaz Bolkvadze by Givi Tevzadze under the rubric 
“The Economy: Problems and Prospects”: “If We Put 
Our Heart in It”; place and date not given] 


[Text] For decades, not only guests from foreign lands but 
even Georgians who have come here to vacation by the sea 
have considered Batumi and Ajaria as a whole strictly a 
resort oasis, with only a tourist's eye for the dawn-to-dusk 
blazing sunshine and the soothing waves, viewing this 
blessed nook of Georgia as just a place of sea, citrus, and 
relaxation. 


Thus, except for a narrow circle of persons concerned with 
their official duties, few people have thought about the fact 
that Ajaria is a major artery of Georgia's industry, whose 
vigorous pulse has a great deal to do with the republic's 
economic potential. 


Now that Georgia's economic sectors, including industry, 
are having a hard time of it, it may be of interest to take a 
look at the problems of the autonomous republic's enter- 
prises; for this purpose we interviewed Ajariar First 
Deputy Industry Minister lamaz Bolkvadze. 


(Tevzadze] Batono Tamaz, in these times of warped 
political and economic conditions, when the country 
faces difficult problems Ajaria is most often cited as an 
example of stability, calm, and relatively better eco- 
nomic conditions. In this context, how are things now in 
the autonomous republic's industrial sphere. despite the 
fact that many of Georgia's major enterprises are now at 
a standstill? 


{[Bolkvadze] Despite the difficult political and economic 
situation, a number of Ajaria’s industrial sectors have 
done a certain amount of work and taken very useful— 
even bold—steps in order to meet the forecast targets on 
time 


But in order to show that these are not just empty words, 
1 will cite some figures. In 1993 we produced 100.5 
billion coupons worth of commercial output (in compa- 
rable prices) and manufactured 7.2. billion coupons 
worth of various kinds of goods. ie construction and 
repair administration completed &1.3 million coupons 
worth of proyect work. Also last vear, 13.7 billion cou- 
pons worth of goods were shipped to consumers. That 
figure includes 5.5 bilhon coupons worth of goods 
shipped outside the republic. A total of 462.3 million 
coupons worth of various kinds of ttems were shipped on 
the basis of inter-governmental agreements 


[Tevzadze] You probably have a number of problems as 
well. What obstacles do you encounter? 


[Bolkvadze] The basic reasons for declining production 
volumes are difficulties in supphes of materials, raw 
materials. and energy. I guess it would be useful to cite 
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some facts. Last year our enterprises only obtained 630 
tonnes of rolled metal stock from various sources, versus 
our requirements of 10,000 tonnes. Again, we obtained 
5! tonnes of nonferrous metal instead of 950 tonnes. We 
also got much less than we needed of particle and fiber 
board, fabrics, and so on. As a result, our enterprises 
were not even able to work at half capacity throughout 
the year. Not only that, but some of them stood alto- 
gether idle for a long time. 


In addition, problems in transportation brought 1t about 
that large amounts of finished goods piled up in enter- 
prise warehouses. By January 1994, 166.9 billion cou- 
pons worth of finished goods had been charged to 
production establishments, including major enterprises 
such as the electromechanical, shipbuilding. machine 
building, and transformer plants. 


Despite our difficulties. most of our enterprises managed 


to earn the profits called for in the forecast. but some of 


them are in an unsatisfactory financial position. 


([Tevzadze] What is the Ministry doing to rectify the 
situation, and what help are you getting from the auton- 
omous republic’s leaders? 


[Bolkvadze] Almost all the credit for the fact that Ajaria 
iS IN a comparatively better position than Georgia's 
other regions today goes to the republic’s leadership. in 
particular Ajarian Supreme Council Chairman Baton 
Aslan Abashid7ze. 


As for our Ministry, it 1s working intensively to attract 
investments. Here again. Abashidze’s prestige and 
efforts have helped us greatly. It was at his initiative and 
personal invitation that Ajaria was visited by British 
experts who helped us prepare investment projects. The 
projects were translated into Russian and English and 
distributed to client enterprises in accordance with sec- 
tors and enterprise poteritials. Plans call for rebuilding 
and re-outfitting those enterprises, completing projects 
that have been started. forming joint enterprises, and so 
on 


Right now, negotiations are underway between the 
Batumi Electromechanical Plant and Bulgaria’s Bal- 
kankar regarding the joint development of electric 
hoisting machines. A joint Russian-Georgian- Turkish 
enterprise. Kimikos [Chemist], has been formed. There 
is also a deal between the Batumi Sewn Goods Associa- 
tion and a British firm, by which the firm brings supplies 
and raw materials to Batumi and the factory makes the 
goods; as a result, we have already earned hard currency. 


This vear we plan to produce about 200 billion coupons 
worth of goods for which we will have to import about a 
billion Russian rubles worth of raw materials from 
Russia. For this reason, the Ajyarian Autonomous Repub- 
lic’s Industry Ministry has prepared a list, which has 
been sent to the Republic of Georgia's Ministries of 
Industry and Material Resources for Trade 
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[Tevzadze] You have mentioned Russia and the Russian 
ruble. Is your Ministry concerned with restoring business 
relations with the CIS countnes? 


{[Bolkvadze] Of course. And the republic’s leaders are 
helping us in this as well. | have mentioned the restora- 
tion of relations with Russia. In January, in addition, 
along with the Georgian Industry Ministry an agreement 
was concluded with Ukraine's Machine Building and 
Military Industrial Complex and Conversion ministries, 
Belarus's State Committee for Industry and Intersecto- 
rial Enterprises, and Tayikistan’s Industry Ministry 


The new contacts should help us obtain sufficient sup- 
plies and raw materials—in particular. 8.542 tonnes of 
rolled ferrous metal, 847 tonnes of nonferrous metal, 
!.200 tonnes of metal products. 1.000 tonnes of plastics 
and so on. Enterprises have started working to inaugu- 
rate new products in 1994. In particular, the Trans- 
former Plant 1s working to inaugurate the production of 
new types of electroconvectors and electric heaters. The 
Electromechanical Plant 1s developing test models of a 
new type of enclosed 5- and !5-passenger electric vehi- 
cles. The Batum: Consumer Goods Machine Bu'!ding 
Plant 1s doing preparatory work to inaugurate the pro- 
duction of low-power washing machines, series produc- 
tion of which 1s planned for the end of this year. The 
Batumi Shipbuilding Plant has begun to prepare the 
technical documentation jor a new model of launch 


A certain amount of work 1s being done to use available 
material resources to renovate products. The Ship- 
building Plant has basically completed the development 
of an oceanarium. The Machine Building Plant 1s man- 
ufacturing uniform buttons, insignia. and chest decora- 
tions for the national army and Georgian police officers. 
The Consumer Goods Machine Building Plant has inau- 
gurated the manufacture of plastic boxes. In the Furni- 
ture Production Association we have inaugurated the 
production of new kinds of dining room and kitchen 
furnishings. The Woodworking Plant has inaugurated 
the use of a local raw material—bamboo—to make 
tables. chairs, booths. and modern-style children’s beds. 
The Leather Goods Plant has reactivated a shop which 
uses remnant materials to make leather lining goods. also 
a section which uses remnants to make belts, handbags, 
and watchbands 


In short, we are not sitting idle, and we have high hopes 
for the future 


7Zugdidskiy Rayon Reconstruction, Development 
Plans Outlined 
Y44K 14374 Thilisi SAKARTVELOS RESPUBLIKA 


Wn Georgian i {pr Od pp ] 


[Article by Aleko Aslanishvilr and Odik Kukhilava under 
rubric “Report from the F mergency ee a ee 
Peeking Through” ] 


[Text] 2. ANYONE WHO STILI 
rOMORROW... 


HAS FATTH IN 
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As the saying goes, there are as many opinions as there 
are people. We were told in Zugdidi that Rayon Head 
Edisher Chargazia 1s a tough man. Some went so far as to 
say he’s unfriendly or even crude. As it happens, we 
didn’t get a chance to talk to Batont Edisher. We did 
meet him, but our brief meeting, distinguished by impec- 
cable courtesy, was not enough to say much even approx- 
imate, let alone specific, about the man, or rather his 
character. 


The most astute observation, in our opinion, came trom 
a cheerful native of the village of Tkaia: “You won't get 
anywhere being nicey-nice; 1t takes sternness and tough- 
ness to tidy up this messy rayon of ours, and just because 
he doesn't pat everybody on the head, they think he’s a 
heavy character.” 


Indeed, the rayon head did not waste time being nice but 
swiftly kicked out the ideologues and financiers of the 
“resistance.” He got rid of the managers of educational, 
cultural, and administrative bodies, retail and trade 
organizations, banks and many enterprises and estab- 
lishments, and almost all village heads and assembly 
leaders who, through action or inaction, fostered 
regional destabilization and funneled large amounts of 
state and civic bodies’ funds to followers of the ex- 
President. He installed new people in their place. 


In Chargazia’s words, “We're not fighting those who 
‘think differeni'v, we're fighting those who would ‘dif- 
ferently’ destroy u.° country.” 


We have already reported some of Zugdidi’s destruction 
and ruination, which have impacted not only agriculture 
but also industry. Stl, stabilization—despite difficulties 
(the shortage of electricity and petroleum products, the 
lack of raw materials, transportation problems, financial 
straits, and so on—has enabled Zugdidt’s enterprises to 
resume operations. Programs have been worked out, 
local resources are being mobilized, old contacts are 
being restored, and the groundwork 1s being laid to 
resume full-capacity operation soon (this may sound a 
lot like officialese, but in this case we prefer it: officialese 
may be dry and bland, but it 1s incomparable in terms of 
conciseness) 


In short, the people of Zugdidi (like all of Georgia’s 
people) are eager somehow to get the wheel-rusted, 
stripped and looted train of industry moving again after 
its tracks have been torn up fore and aft and the rails are 
scattered far and wide... 


7ugdidi Chinaware Factory 1s one of the few enterprises 
which escaped looting and wrecking. Attempts were 
made on it, but not a single motor or machine was lost, 
even though the enterprise stood idle almost eight 
months. The reason 1s that Director Givi Soselia and his 
shop chiefs guarded it day and night with weapons in 
their hands 


There was a time when the shops of this only-begotten 
child of the Georgian chinaware industry employed S00 
workers; now only 350 are left. But in this case, that 
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“only” actually represents a victory: most of the repub- 
lic’s industrial enterprises are idle, while the Zugdidi 
Chinaware Factory 1s working, even if only at half 
capacity. 


“We resuined production in January,” Baton: Givi told 
us. “Pecple realized that this endless ‘oppositionizing’ 
and ‘national disobedience’ was going to destroy the 
country. The old way of life is gone. Furthermore. the 
working man craves to work and has eventually come 
lack. The rayon’s new leadership ts helping us in every 
way. No ‘witch hunt’ is going on, nobody is going to 
persecute you for your belief if you are not guilty of a 
crime. People have realized that the reconciliation pro- 
cess 1s real and deep-seated, not just empty words....” 


Givi Soselia is a well known executive not only in the 
rayon but all over Georgia; he has almost three decades 
of experience as a manager and has been 1n charge of this 
factory for seven years now. He shrewdly foresaw the 
processes to be expected following the breakup of the 
USSR and the possibility that ties would be broken, and 
he took advance measures to stock up on raw materials, 
which are now so expensive and hard to import (96 
percent of the raw materials the Zugdidi Chinaware 
Factory needs comes in from outside; 1t was planned that 
way trom the start, and continues to this day'); now these 
supplies are enough for the factory to operate at full 
capacity for two years! 


But what then? What will it take to prevent the country 
from being exploited over imported raw materials? Then 
there are the endless crises, the destruction, hyperinfla- 
tion and chaos. Soselia and his collective have to think 
about tomorrow. They are working with the Caucasian 
Mineralogical Institute and the Technical University’s 
Chemistry and Geology departments to find ways to 
convert to Georgian raw materials. There are already 
some encouraging findings: 1n Bolnisskiy Rayon’s Beg- 
takari village they found a deposit of excellent kaolin, 
enough to last 200 to 300 years! Hence, soon Georgian 
chinaware will really be Georgian. It 1s also possible that 
60 to 70 percent of the factory’s output will meet 
European standards. 


The Zugdidi factory also has close ties with Germany's 
famous Dorset Firm, which 1s the leading suppher of 
chinaware and ceramics production lines to the world. 
The Dorset Firm has worked out a blueprint to rebuild 
the Zugdidi factory to accommodate the production of 
new items such as facing tiles and plumbing fixtures. 
German specialists will visit Georgia soon, and the 
question of further cooperation will be decided on the 
governmental level. 


Except for plates, the Zugdidi Chinaware Factory man- 
ufactures all kinds of dishware (because of erratic elec- 
tricity and the high price of fuel oil, it can’t manufacture 
plates—there are only two big kilns operating). We saw 
something that 1s unusual and rar. in Georgia at the 
present time: construction going on. They are building a 
new, temporary cafeteria on the first floor (the factory's 
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excellent permanent cafetena was blown up in 1992—by 
the “resistance movement’). Every month the factory 
spends 50 million coupons so workers can buy meals at 
a discount. It may be a drop in the bucket, but it’s real, 
it’s progress. It shows the working man that the factory 
does care a little and 1s ready to help.... 


Scant months have passed since the terrifying, chaotic 
events of September-October, when many no longer 
believed that this impossibly disordered country could 
get back on its feet, when the administration and no 
more than a handful of Zugdidian policemen doggedly, 
turelessly stood watch over the beleaguered factory, so 
that later, after the sun broke through again, the state 
wouldn't give it up for lost. 


So now it 1s working, turning out goods, Georgia’s 
firstborn of chinaware 1s operating. Thanks are due to 
Baton: Givi Soselia and his comrades-in-arms. 


P.S. The factory people asked us to convey their thanks to 
the Zestafoni officers of the Internal Affairs Ministry's 
Property Protection Administration who patriotically 
came to their aid in November-December, and in addition 
to serving as alert sentinels, they shared their own food 
with the people who had taken refuge in the factory. 


A number of formerly idle enterprises have resumed 
operations in Zugdidi. All the tea industry facilities are 
operating, work 1s underway on restoration of the 
machine building plant, and two of the Inguri Pulp and 
Paper Combines’ shops are operating. We personally 
tasted samples of Tarkhuna, a soft drink made by the 
Beer and Nonalcoholic Beverages Bottling Plant. It was 
pretty good, not bad at all! 


This plant 1s worth some discussion 


The Engurt Firm (whose chairman of the board 1s Zurab 
Gogokhia), to which his plant belongs, happened to be 
founded in the time of troubles, and, as the saying goes, 
it bore the brunt of them. 


This relatively stable factory always did a fair job of 
meeting the region’s needs, producing 25 to 30 tonnes of 


beer and 25,000 to 30,000 bottles of soft drinks a day. 
But for eight months now they haven't been brewing any 
beer, and in the past two months they have only supplied 
40.000 bottles of soft drinks to consumers 


This does not mean, however, that the enterprise 1s 
neglected and hopelessly dead. Not at all! We talked to 
deputy board chairmen Gigla Alshibaia and Tamaz 
Antia and engineer-technologist Tornike Gelendava 
They are optimistic about the future. The enterprise 
came out of the civil war's destructive blows unhurt. The 
collective fought tooth and nail to save the factory 


CGigla Alshibaia had this to say: “Every night. seven of us 
took turns guarding the place against looting. And we 
saved the plant's facilities. On the other hand. we failed 
to save the new enterprise we are building not far away 
Iwo of the new facility's three stories were already 
completed, but somebody dismantled it and took the 


blocks away. It’s a good thing that 
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register ourselves as Abkha- 
zians. Along with this, a thousand rumors are being 
circulated, and some people, in despair, are seizing upon 
them eagerly. For example: “They say that the Abkha- 
vians in the village of Chuburkhindzhi, Galskiy Rayon, 
have hung a big banner which reads, in Mingrelian, "We 
must create an Abkhazian-Mingrehan Republic. Do not 
hinder us’. or, “They say Ardzinba has said he won't 
bother the Mingrelians, he will repatriate them all, if 
they will change their passports and register as Mingre- 
. laughing matter? Not at all! Foreign and 

mies are cleverly exploiting the plight of the 
rving to fragment and corrupt people and pit 
another, to launch a new wave of 
n. to place the settlement of the Abkhazian 
jeopardy. Maybe someone will swallow the 
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New [bilisi Police Chief Reviews Priorities 


M4AK1430B Thilisit SAKARTVELOS RESPUBLIKA 

rf ipr ' fp ? 

(Interview with Tbilist Police Administration Chief 
Major G al Demur Mikadze by Guliko Markozash- 
vily “Protessionalism and Discipline Are the Founda- 
tion of | and Order’: place and date not given] 
ifext) AS WE KNOW, RECENTLY DEPUTY 
INTERNAL AFRAIRS MIENISTER MAJOR GEN- 


FRAL DEMUR MIKADZE TOOK CHARGE OF THE 
CAPEIAL CEIN’S POLICE ADMINISTRATION. 
OUR CORRESPONDENT ASKED HIM A FEW 
OULESTIONS. 


Batono Demur, what was your first 


|Mikadze}] Organizational business. First you have to 
ul »does what. We created a collegial leadership 
dy in order to deal promptly with various issues in a 
\lost important, we are paying special 
which 1s the foundation of any 
t. Without strict discipline, especially in an 
organization like ours, we cannot be successful. That 1s 
such priority to discipline. The 
the police 1s to prevent anticipated 
rimes that have been committed. For 
lemand that every unit chief see to it that 
d and solved as far as possible. 
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discipling 


" . 4 : . 
WHS Wwe lad PIVCT 


hi ’ t, +, 
Ue padi ANC I 
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('Markozashyili] Law and order in the city has definitely 
improved. Both motorists and pedestrians are obeying 
t} w more. Although we do see infractions. 

[Mikad Phat s right. In the past while, passport regu- 
lal been almost out of control. The city has 
many refugees. and unfortunately there are unscrupulous 
individuals who use the refugees’ names to commit 


reated specially to deal with this are 
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stepping up their efforts, and very soon things ought to 
fall into place. And there are other, no less urgent 
problems, for example the fact that people are selling 
gasoline anywhere they please, and that is also against 
the law. For this reason, we urged the Mayor’s Office to 
see to it that such sales be carried out in specially 
designated places. This way we can facilitate unimpeded 
traffic in the city. We think that the way things are being 
done on Railway Station Square is worth emulating: 
sales booths have almost all been cleared from the area. 
This is the kind of law and order that should be insti- 
tuted everywhere. 


{Markozashvili] What are relations like between the 
Defense Ministry, the Security Ministry, and the Police? 


[Mikadze] The first thing I did on becoming chief was to 
hold an expanded meeting with the Collegium of the 
Defense Ministry. The garrison, legion, and personnel of 
the capital city’s Main Administration of Police will 
have to find a common language with all the legal armed 
formations. We started this with the Defense Ministry, 
and we passed a joint “Appeal of a Joint Conference of 
Representatives of the Defense Ministry of the Republic 
of Georgia and the Main Administration of Internal 
Affairs of the City of Tbilisi to All Members of Armed 
Formations and Other Armed Persons in Georgia.” 


As for the Security Ministry and its head man, Igor 
Giorgadze, it is ready to engage in worthwhile coopera- 
tion. We are placing big hopes on this joint effort. 


[Markozashvili] What changes are to be expected in your 
service? 


{Mikadze] We will start with cadre policy, of course, 
because it is the nucleus of the Internal Affairs Ministry. 
Persons who can meet today’s requirements will stay on, 
but persons who are professionally unfit will have to 
leave. 


Another thing. It 1s our desire that Tbilisi be served by 
Thilisians. Residents of the city will serve on the city’s 
police force. We want the police and the inhabitants of 
the city to be one indivisible entity and to stand by one 
another. We want them to fight crime together and 
maintain law and order in their city. We will try to see to 
it that the police are provided with all the essentials— 
transportation and equipment. We want every police 
officer to be morally clean, so that the city knows that it 
has a faithful protector that cares about 1t. 


I give my fellow residents my solemn promise that I will 
always protect their peace and safety. The only reason | 
have taken on the job of Thbilisi’s police chief 1s that I 
want every Tbilisian to live in a city that is exemplary. | 
believe we can do It. 
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Journalist Explains Feud With Kitovani 


YAAK 14 ISA Moscow MOSKOVSAIYE NOVOSTI 
in Russian No 21, 22-29 May 94 p AS 


[Article by Akakty Mikadze, MOSKOVSKIY! 
NOVOSTI correspondent in the Transcaucasus: “After 
the Fight] 

[Text] Last month proved less than tranquil for me 
Friends and colleagues express sympathy; strangers and 
people who do not wish to introduce themselves call me 
and promise to kill; more cautious acquaintances prefer 
lo avoid contact 


Ihe cause of such attention to my persona 1s that a 
month ago, in the Georgian parliament building, former 
minister of defense Tengiz Kitovani attempted to settle a 
score with me ina fistfight. | have no illusions regarding 
the mores of today’s Georgia, where threats, violence, 
and murder have become a norm both in everyday life 
and in politics. | know Mr. Kitovani well enough to 
believe that they were not idle threats I heard from him 
and his bodyguards. But I very much want to understand 
why it 18 precisely now that the antipathy of this man 
toward me has become so strong that he could not—or 
would not—restrain it 


As a journalist | could not possibly bypass this figure 
during the past two years—national guard commander 
minister of defense, member of the Military Council 
parliament member, the closest confederate of Zviad 
Gisamsakhurdia. The role this man plays in the life of 
Georgia. of which we are both citizens, 1s just too 
important 


In my account of Kitovani’s biography I did not find it 
necessary to hide his criminal past, but I never 
reproached him for the prison term he served. I did not 
h'ame him for becoming one of the organizers of over- 
throwing his patron Gamsakhurdia—after all, a man has 
a right to see the light. I did not pick on Kitovant's 
personal traits, but I did have a problem with the results 
of his political activities 


| will not take back what I have written and said over the 
past two years. The civil war in South Ossetia and 
Abkhazia became for Kitovani a means for taking care of 
his political and financial affairs. The criminal divvying 
up of the nearly extinct Georgian economy turned out to 
be much more important for him than its revival. He ts 
unprincipled with respect to Russia: One day he talks 
about the threat of Russian imperialism and under this 
banner robs military warehouses, the next day he 
declares that Georgia 1s ready to become Russias out 
post in the Caucasus and warmly greets Zhirinovskiy. He 
is doing everything he can to remove Eduard Shevard 
nadze from the country or at least nullify his efforts 


Kitovani, however, has heard and read tt all before. So 
why did he lose his temper now, of all times’ 


Well- and ill-wishers alike offer this explanation: The 
ause of Kitovanti’s exacerbated emotional response 1s 
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my article “Georgians of Russia” published in MOSK- 
OVSKIYE NOVOSTI half a vear ago. It deals with the 
Georgian diaspora in Russia, its most prominent fig- 
ures—for instance, Nina Ananmiashvili, or Archil 
Gomiashvili, or Zurab Tsereteli. As | am told, it is the 
details of the business and political activities of some 
Moscow residents of Georgian descent—Kitovants 
friends and partners—that caused such an explosion of 
emotions. It would have been better not to have done 
this, | am told. Kitovani tolerated attacks against him- 
self, but when the interests of “such” people are brought 
Into it... you have to understand... 


| do understand. And | do not intend to admonish 
Kitovani by saying that these things are better handled in 
court rather than with fists. And I will no longer appeal 
to the head of the Georgian state: It appears that his 
relations with Kitovani are no easier than mine. | can 
only fulfill my professional duties: Say loudly what | 
know for a fact 


Quite possibly, Tengiz Kitovani will interpret the latter 
as a threat. He should not. | am not “digging” or 
collecting compromising materials either on him or on 
other figures. First, this method of self-defense 1s no 
better that a six-against-one fight. Second, everything | 
knew | have already said and written. And what? Kito- 
vant still remains one of Georgia’s masters. He 1s still 
received by high-ranking politicians in Moscow, just like 
before. In Georgia people still keep silent, as they did 
before, recognizing the mght of the strong. In some 
strange way, Kitovani's fate and the attitude toward him 
remind me of another “hero” tn Georgian history— 
General Igor Rodionov, who was in command of the 
massacre of demonstrators in Tbilisi on 9 April 1989. 
How many angry words were said about him, how many 
substantiated accusations advanced; how many conclu- 
sions issued by official commissions—but General Rod1- 
onov remains head of the General Staff Academy of the 
Russian military 


Sull, | believe that the proverb “the dog barks. but the 
caravan moves on” 1s a consolation for cowards. As 
everywhere, In our country the word comes first; 1t 15 just 
it takes us longer for the word to translate into the deed. 


| have to admit that Kitovani and I have identical 
feelings toward one another, and the cause of the antip- 
athy is similar. Kitovant believes that with my publica- 
tions | am interfering in his plans. He interferes with 
mine, too. 1 do not intend to live in a country engulfed in 
a civil war, where there are more beggars than workers. 
where. finally, a parliament member uses his bodyguards 
to beat up a journalist. By his actions, Mr. Kitovani 1s 
titerfering with my plans 


REGIONAL AFFAIRS 


Rail Link to Iran Planned 
144K 1468D Baku GUNAY in Russian 18 Jun 94 p 


[KHABAR-SERVIS report: “Ratlroad Will Link Azerba 


} 


an to Iran’ | 


} 
i 
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[Text] Rafik Zeynalov, deputy chief of the Azerbaijan 
Railroad administration and its chief engineer, charac- 
terized as a matter of great strategic importance the 
construction of the Astara (Azerbaijan)-Qazvin (Iran) 
railroad, the possibility of which was discussed during 
negotiations between Azerbaijan President Geydar 


Aliyev and the head of the Iranian state. Construction of 


this line will make it possible to first and foremost 
establish a supply line to the Nakhichevan Autonomous 


Republic [NAR], weakened by the Armenian seizure of 


part of Azerbaijani territories and the blockade of the 
NAR. Second, it will link Azerbaijan with two neigh- 
boring states—Iran and Turkey, which will allow the 
republic a gateway to the Mediterranean and Asian 
conntries. The Government of Iran also places great 
importance on this line, since it will bring to Iran metal 
and timber from Russia, which Iran acutely needs. At the 
same time, freight transit will bring huge foreign cur- 
rency earnings into the Azerbaijani budget. As R. Zey- 
nalov pointed out, the proposed route for the railroad 1s 
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the optimal one. In particular, it is envisaged building a 
100-meter-wide rail bridge over the border river Asta- 
rachay. 


The chief engineer of the Azerbaijan Railroad empha- 
sized that the Russian Ministry of Railroads 1s already 
interested in this project. Foreign companies—the Cana- 
dian company Maple Wind, the largest European com- 
pany M&M, and the Austrian A-Trade company—are 
willing to invest in the construction. The only condition 
set by foreign companies’ representatives 1s President G. 
Aliyev’s personal guarantee. The Azerbayan Railroad's 
leadership recently petitioned the Cabinet of Ministers 
and Geydar Aliyev to consider this matter. 


The Government of the Islamic Republic of Iran 1s 
willing to fully finance construction of the line on its 
territory. 


On 2 June 1994 the head of the Azerbayan Railroad 
received written assurance that the final decision on the 
matter of building a railroad between Azerbaijan and 
Iran will be made during the expected visit of G. Aliyev 
to Tehran. 
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KESITONI 


Russia's Punitive Lariffs Impact on Employment 


YIFAISYSC Lallinn EESTI SONUNMID in Estonian 
IS Apr 94 p § 


[BNS release: “Russian Customs Barrier Puts a Squeeze 
on Estonia's Economy: | 
[Text] 


Ihe high import tariffs imposed by Russia last month 
have forced many Estonian companies to reduce their 
labor force and curb their production considerably. 


Itas understandable that Russia, like any other state, uses 
customs restrictions to protect the interests of its 
domestic prod rs. “Only Estonia goes marching into 
Europe, with its chest exposed, without supporting ts 
producers. deplored Ain Tal reign trade consultant 
at the Ministry of Agriculture Estonia Ss government 
thinks that t gualit t Estonian butter can be 
improved without imposing any taritfs and by bringing 
In ‘mixes and ‘n | facts. Estonia s butter has 
wen known for ts high quality f a hundred years, _ 
lalts said 
Palts think | Nn Open up 
thi Bela | ¥ of trade cannot 
be enforced at stat el and. ¢ now, there are many 
Russian busi mel ther states for their 
CXPOTTS I PCM are 1K Was ST lid. however. deal 
» blow to som tf the biggest ophers (like the Tallinn 
Meat Pi ssing Plant qd 1 Refrigeration Plant of 
Tart } | ( | 
\) I pa 1. the state-owned 
Path Meat fered most trom the 
iil \l 1) ] lirector of the 
plant : g di 
Deelinson remarked that a they producers can export 
their production tok a through a third country 
Lallint \1 at } ! } 1 VOT irticl ie 
ke ,Wa t} h ( _ | 14 lif 5 
hours) does not allow ar fin for that a Swhv.asofl 
Marcl KI { cooking 
Sausag R 
Deelinson said that 14 perce: t plants January 
nNroductio} md 2S per nt otats February production of 
oking sausa : 1 to Russia (primarily St 
Petersh l 1()-p nt 
iil I ak i 
1} k pa 
R 1) UTS al d 
( ) ne en 
‘ 1e] 1 tt! | f int 
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Russias increase of custom tariffs has also had an 
adverse effect on the state-owned Kaley corporation 
“We have lost most of the Russian market whereas. last 
Veal 40) percent of Kalev's produ Won Was Solid to 
Russia, said the firm’s executive director Mati Peckma 
Kalev was forced to close down some of its production 
lines and 1s currently operating at half of its capa 


] +} } 


“Russia has started to use international tar 
according to which some of the goods could be exported 
at lower rates, but Russian customs do not always go 
along with that,” Peekmia said. He added that looking for 
‘holes’ in the Russian customs barriet 


TIN) ‘ 
CONT eS 


Estonia's neighboring states, however, ha ‘stablished 
tariffs so high that Kalev. which produces more than the 
domestic market can absorb, has a tough time staying 
alive. On our exports to Latvia. sugar products are 
subjected to a tariff of 30 percent, and chocolate prod 
ucts to a 50 percent tarnitf. On our exports to Finlan¢ 
there 1s a 35 percent tanff on confectionery products 


Peekma explained 


Ihe search 1s on for new markets, but countries closest to 
us have established high tariffs, while safe transport 
becomes an issue for reaching those further away 
Peekma said. Foreign markets, however, cannot be 
reached that soon 


Increasing our exports to Belarus and Ukraine is being 
considered but. in the case of Belarus, for example. there 
is a danger that the state will revert to the ruble zone and 
establish tariffs just as high as those of Russia 


Andres Varik, acting director of the Central Alhar yf 
\gricultural Producers, said he 1s not aware of the tariff 
increase having a catastrophic effect on agricultural 
producers. The level of agriculture has dropped so much 
already that it could not drop any further becaus 
Varik added. In his opinion not enough time had lapsed 
since the tariffs were increased to gather any meanin 
data 


Ain Talts. consultant at the Ministry of Agri 

thinks that increased customs restrictions for Estonia 
will remain in effect until the president. or the forergs 
minister, makes peace with Russia 


Finance Minister On Fighting Inflation 
YIIKITS9SA Lallinn PAEVALEHT in Estontar 

] 1p Yd p \ 

[ETA release titled: “HEIKT KRANICH: Red 
nias Money Supply Is Inevitable” 


[Text] 


} 


ST. PETERSBURG (ETA). Estonta’s money supply must 
be reduced, or it will cost Estonia dearly. said Finance 
Minister Heiki Kranich. 


Kranich told ETA on the last day of the annual meeting of 
the European Bank of Reconstruction and Development 
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IK BRD] that he is planning to discuss the matter of 
reducing Estonia's money supply with Bank of Fkstonta’s 


president Siim Kallas. 


Inflation should be pushed ick Krat said 
Should the Bank of Estonia yntain that intlation is a 
mal phenomenon, Estor ay wind up paying 
dearly for it. Kranicl in d 
If tl ) mntlat d ! d 
normal, t luring tl { few 
months of 1994 | { 1 p rment 
r;dvisor Madis l urtk | for intlatior 
ding to | rirke ! i inn ) | has 
partly the 1 tot l a lexport actin 
EBRD pr lent Jacq le Larosi had remarked, at 
his meeting with representatives of the Estonian delega 
tion, that such a situation can be one of the drawbacks of 
yreat © | \ { 1 1) i b i | 
assembled { 1 pl tation held i nnection watl 
EBRD’s annual meeting 
im 1} ' ' py ite hhould be rs ] 
so that people will have a chance to invest, Kranich said 
l« jucstion | fou upp! 
WO! Hect | Poy won, both Kranicl nd 
UC urik Wd that il ] Hato ould h } 
| ti! 1] i tl popula 
lon. Securities, | vould | 1d] tment 
ppor lor t lef 


Privatization Problems Hamper Banking Systen 


JA] ») | ) }] SIT SONT ALT) op / TALIETEL 


i a 


\t the invitation of Bank of Estonia, and within the 
framework of the PHIARI 
iuditing firm of Price Waterhouse did a selective audit of 
kK stonian banks between March and July of 1993. The 
strict kKuropean standards applied resulted in harsh critt 


program, the international 


cism in many of the aspects. However, in many of the 


cases, the evaluation applies more to the society as a 


whole. rather than the banking system. 


|. Fstonia’s banking functions in an extremely volatile 


economic environment, characterized by a cash-poor 


society and a limited banking culture. \ 
{ + of th nd tr | loyctite f 
if ' ) ; | 
+ | taty 1, , 
' | vies Sae8 
j i! ; 
} i I p } 
’ { os ft] yp} bank 
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Phis naturally 
its clients 


presumes confidence between the bank and 
and favorable earnings to the bank for its 
SErVICES, 


Based on the latest surveys done by Bank of Estonia 
however, one can maintain that confidence 1s on the rise 
and interest i using the modern cash-free forms of 
setting accounts 1s growing among individuals 


I stonia’s legislation is deficient, from the business and 
banking point of view. Among new laws enforced since 
this audit are the Bank of Estonia law, right to ownership 
law, securities law, new taxation law, etc. These laws will 
also have to take effect. Banking culture cannot be raised 
independently from the general accounting and tax cul- 


Privatization of banking is plagued by confusion. (1 his 
assessment should not be linked to the current attempts 
at determining the state’s participation in banking). The 
biggest problem seen by PW experts 1s the participation 


of state-owned enterprises in the ownership of commer 
cial banks. What happens to the shares of such a bank 


when the state enterprise 1s privatized? 

2. Ownership and the management of bank«. 

(ontlicts of interest are possible if the actual manag 

ment of the bank 1s in the hands of an owner (share 
older). The banks were too generous in paying out their 
1992 dividends. Instead, earnings should have been used 


| ? 


to create additional venture capital funds 


lhe lending departments of some of the banks would 
efit from additional schooling, some would be well 


served by separate units for problemati loans. (This 
hooling 1s now being arranged at the initiative of the 
Banking Association) 


3. Of reports and regulations. 


What are needed (and already being prepared) are specific 
measures to establish confidence in Estonian banking 
PW rev flecting 

sudited profit in the bank's reporting, and to defining 


ommended paving special attention to re 


different levels of capital according to the requirements 


| must determime the suitability of different 
international conventions to one’s own local banking 
environment, Government obligations among the bank 


4 11 
Lnoove all. one 


vhich, according to the European custom. have a 
juidity rating) should be given a lower liquidit: 
iting nder our incumstances. (One of the delegat 
I pinion, government obligations cannot be cor 

( to cash in Estonia right nov 
Ihe auditors were also concerned with the quality of 


reports being submitted to the central bank by Estonia's 


commercial banks. Banking inspectors have also started 
lon 


ore king on tl thon: loca 


| Li} banks operat 
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When the law on credit institutions is passed, changes social welfare, in the education system, in road construc 

would also have to be made in Estonia’s banking law. A tion, practically everywhere we have very strict limita 

steady and continued development 1s expected tions.” 

Plans for the Bank of Estonia suggest that such selective Phus the majority of the population does not experience 

auditing will not be the last of its kind much of the miraculous economy. The average monthly 
income 1s 1,200 kroon. After the 26-percent income tax 


has been taken out—the first 300 kroon are tax 
Foreign Credits Vital To Sustain ‘Economic free—966 (DM120) remain. That is barely enough for 
Miracle’ rent and the most inexpensive groceries. Western goods 


} ] 


) q ‘ ewts ‘ q 1 t¢ ( ( ! { 
M44K 13264 krankfurt/Main FRANKIEURTER which to some exter ve supplanted domestic prod 
RUNDSCHIAU in German 18 May 94 p 13 ucts in department stores and supermarkets, are for most 


} 
Estonians again aS unattainable as they were in the days 
vhen they could be purchased only in the special stores 
[Article by Han (ya hey: ‘Est an Econon r lor u I 
Uns Footing: Abundant Suppl yt Goods at 
Extremely High Prices: Government Shies Away From Pensioners, who are being fed with 350 kroon, or the 
Massive Investments | nemploy d, whos mpensation amount to 180 
kroon, have too Jittle to live on and barely enough to die 
Fext] Tallin \t first glat Fstonia Ss economic mit id Elderly Estor baly® hi dl still remember the former! 
va ina ten nreke " ete devises bes vee republic and who have waited thei entire lives for the 
[ ' 
1 +} | , | , ; ly main reestablishment yy imme pendence are turning in great 
ta d +} nark : mark 1S dis ippomntment awa) Irom. the tal that they feel has 
{ Sieh srt shat 4 deserted them. This 1s because the attention of the 
| k i CU ree eat covernment nr which thy verag OP 41 on] ht] 
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million, however these have been primarily small busi 
nesses, while parties interested in the monolithic giants 
have failed to appear 


The shifting of the economy ts also evident in the export 
and import statistics. In 1991, 95 percent of exports and 
imports were still with the former Soviet Union. Now 
that country’s successor states take delivery on only 30 
percent of goods produced by Estonia, and provide only 
20 percent of its imports. This is partly due to the tariffs 
that are arbitrarily imposed and lifted, primarily by 
Russia, and to price differentials with neighboring coun 
tries to the East, but is also the result of Estonia’s search 
for new trading partners, such as Finland, Sweden, and 
Germany 


For the Estonians—Saat estimates that “90 percent earn 
low wages, 10 percent are paid well’—this means an 
abundance of Western goods that for the most part are 
prohibitively expensive. Still, very few would trade this 
for their former circumstances, when they had money 
but there was nothing to buy. “I have experienced the 
humiliation of having to ask former pupils whether they 
could sell me a small piece of meat under the counter.” 
says Gata, the teacher. “That is why I like the new system 
better, even 1f my money will buy only one small sausage 
per week.” 


Meri, Laar Seen in Duel Over Constitutional 
Powers 
944K 143)4 Helsinki HUFVUDSTADSBLADE] 


in Swedish 5S Jun 94 p 9 


[Article by Byarne Nitovuori: ‘““Meri Created a Strong 
Position for Himself | 


[Text] Tallinn—When independent Estonia approved a 
new Constitution in areterendum in June 1992, the head 
of state, the president, was given a rather weak position 
compared with Finland, for example 


The president appoints the one who forms the go 
ment, but if the first two candidates are not approved by 
the Riigikogi [parliament] 

appoints a candidate for prime minister. The president 
can only dissolve parliament and announce new ele 


tions under certain conditions 


It says expressly in the Constitution that the government 
takes care of foreign poli 


president 


while in Finland it 1s th 


the first president elected according to the new Const 
tu.ion, Lennart Meri. has shown that he wants to ex 


cise power. It has been said that 1n his exercise of power 


he 1s approaching the limits of legalit: 

lhe most spectac ular conflict with the government 
occurred last winter, when Mart Laar prop 
replacement of four ministers. Meri opposed ma t| 


minister of economics. Toomas Sildma 


firing of the 
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Nevertheless, the Constitution does not give the presi 
dent any role in foreign policy 


Gilaase motivates the president's foreign policy activity 
with the Vienna convention on diplomatic relations, 
which grants the head of state a special position in 
handling international relations 


He admits that the government should head the practical 
application of the foreign policy. However, there has not 
been any conflict with the government in these matters 


Russians, Estonians Polled on Political, Social 
Issues 

MAPSOISSA Helsinki HUELVUSDSTADSBI 
n Swedish 8 Jun 94 p 12 


(Dh/ 


[Article by Mert Kabu 
about the Future” 


‘Russian Olficers in Estonia 


lL) neasy 


[Excerpt] Few of the former-Soviet officers in Estonia 
entire &/ 
percent Say they are worned about how. they 
should gi permit. A third of 
them are relying on Russian President Boris Yeltsin to 


are interested in leaving the country. An 

! 
deeply 
about getting a residence 
n. Significantly fewer are depending on Alex 


ander Rutsko 


(15 percent) and Vladimir Zhironovskiy 


(16 percent.) 

[his 18 some of the information which Estonian aca 
demic: und out from a sociological study financed by 
t! Not Palme International Center of Stockholm. The 


report was made public on Tuesday [7 June] at a press 


inference held by the Estonia Academy of Sciences in 
lal 
\ rding to a law adopted in 1993 by the Estonian 
parliament, permanent permission to remain in Estonia 
ll be given only to those retired officers from the old 
cupation force who have reached age 60. or whose wife 
lren are Estonian citizens. Those who worked fo: 
KOiB or the military intelligence organization (the 
(;RI vill not be allowed to stay 
In Estonia there are currently 1O.SO00 retired officers 
wccording to Russian military authorities according 
» Estonian officials these number “at least 11.500 ° in 
1ddit to an unknown number of family members 
Russian officials have so tar refused to hand over name 
ne knows for sure. This has also meant that 
a impling is uncertain, and that the results of 
1, may be open to questio 
ft SOO officers, around half are beleved to fulfill 
riteria for having their individual application: 
ipp! d. Half are under 60 years old, many under SO 
’ those interviewed for the study. only 31> percent 
they can get a residence perm Thirty-five 
percent do not think they will get one. Thirty-four 
Cl nt sav they dont know or refuse to answet! 
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78 Percent of Estonians Say Russians No Danger 


Estonians assert that many of the retired Russian officers 
may become a dangerous “filth column.” Seventy-eight 
percent of those queried deny that the Russians could 
become “dangerous” for Estonia. Only eight percent say 
they are interested in possessing personal firearms. Esto 
nians have confidence in the UN, US, Germany and 
Sweden regarding helping solve problems of the retired 
Officers 


How many of the former-Soviet officers should be able 
to stay in Estonia? All, demands Moscow 
who the law permits, say Estomians. (Thusly than 
halt.) The Estomians are not willing to compromise on 
this point. This would require amending the law. Neither 
President Lennart Mert or Prime Minister Maar Laat 
can promise this, nor is there currently any majority at 
all for this in the Estonian parliament.[passage omitted] 


Only those 


MOT? 


LATVIA 


Latgale Leaders Discuss Separatism, Regional 
Development 
YAK IS234 Riga LAUKLI 
13 May 94 p § 


{1h /Zb in Latvian 


[Article by A. Kundzins: “Latgale Does Not Want To 
Secede, It Craves Development.” ] 


| Text]We say very little about folks on the Latgale side 
and even then, as if we are observing them from the 
sidelines. We would like to hear from the Daugavpils 
natives, themselves—Valdis Lauskis, City Mayor, Ana- 
tolijs Susko, President of the Latgale Joint-Stock Com 
mercial Bank, Janis Spagis, Chief of the Immigration 
Department, Arturs Prieditis, State Language Commis 
sion Chairman, and Inara Ostrovska, Director of the 
Saules School. The discussion, which was moderated by 
the editor of the “Lauku Avize’, Voldemars Krustins. 
started emotionally and about decentralization 


Valdis Lauskis: If there 1s talk about solving the eco 
nomic problem and the necessary loans, then, in all thes« 
vears, it has not gone beyond the Riga rayon. Control ts 
held by the administration, the Saeima, and this also 
apples to the educational and cultural programs. But 
these are also essential factors for the development of 
lL atgale. Do we have any permanent banks? Yes, a grand 
total of two. Where else do we see this? 


\I eCNnvVvaOy\ 


because | realized 


Daugavpils and 

Latvia is not only Riga Dhis was the 

realization made by a particular 

administration does not realize this. The matter revolves 
/ 


around the tact that we are isking for 


arrives in 
Sta ¢ eT) \ \ by) 1 7) | 


decentralization 


not the creation of an autonomous region. In additior 


there 1s financial decentralization 
Disguised as reform. all of our financial strength is being 
removed Or more precisely it 4! hein | ned | 


through taxes on our profits, and we are told 
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we have nothing to work with. The administration 
cannot provide us with solutions to our problems of 
education, project development and realization. There 
fore, leave us the money, and we will find solutions here 
on location—that 1s the type of decentralization we are 
asking for. We have been allowed to play around a little 
with privatization, licensing, and the sale of alcohol. But 
even that is being taken away from us, and we are told 
that licenses will be issued in Riga, in collaboration with 
the municipal governments. But they have forgotten 
about collaboration and no money has been left for the 
municipal governments 


We are not asking for a Ministry to be relocated here, 
although that would not be such a bad idea with respect 
to national development. Why couldn't we have, for 
example, the Ministry of Economics, since there 1s a 
great industrial potential concentrated here? We also 
have a good railway network 


A. Susko: Why haven't the deputies from our city done 
anything in the Saeima? 


V. Lauskis: I represent the Lateale Democratic Party. We 
grew tired of waiting. Tell me, how much longer do we 
wait before we are noticed and heard in Riga? That 1s 
why we decided to think for ourselves. There are entire 
institutes sitting around in Riga, and they cannot work 
out a program. They need funding and also to operate in 
Latgale. But the experts are not receiving money. Where 
are the plans being developed for education, and other 
specific questions? If there are no plans, there won't be 
any action. If Latvia doesn’t have any plans, then there 
won't be any for Latgale. In a comparison of our region 
with other national regions, we have 20 percent less 
investment—this 1s according to the data from the 
Latvian Development Agency. There 1s an entire list of 
specific questions—how many choral groups, how many 
Latvians, how many national schools, what will receive 
financial support, what priority does the Latgale lan- 
guage have in schools, etc. Ils someone considering this at 
present? This 1s why we are exhibiting political activity 
but there 1s no desire to secede or become autonomous 


When Latvia was in the process of becoming an inde- 
pendent nation in Kurzeme and Vidzeme, we, 1n Latgale, 
were living under the rule of the Vitebsk province. And 
| atgale was the one to come out for a unified nation of 
Latvia. Whose idea was it to create the Saules school? 
Was it needed by the state? No, they thought of it 
independently, and it was a good thing that there were 
understanding people in the Ministry in Riga 


I. Ostrovska: We don’t have funds, so it’s a good thing 
that the municipal government is helping. Yes, there 1s a 
Latgale program—we are Starting to develop. This 

hool was founded in 1922. but it was closed in 1954 
because it was too nationalistic, and then reopened in 
1992. It is one of the oldest art schools in Latvia. We 
presented the proposal to the Latgale program, but where 
is it? The school needs a great deal of funding, so that we 
an serve our area. We are also receiving students from 
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Jekabpils, Pres, and Ludza, and the competition is four 
applicants per one opening—even more intense than for 
the university. But they can’t even show us the Latgale 
program 


V. Krustins: Daugavpils has a future in both business 
development and in economic activities 


V. Lauskis: | think we have to change our status. Is 
Daugavpils one of the provinces, or 1s it the second 
largest city in the nation? That 1s the basic question, It 
must be answered by everyone who lives here. We 
formed the Latgale Democratic Party because it was one 
of the parties founded by Francis Trasune. Seventy years 
have elapsed, and the attitudes towards education, the 
church, the Latgale language have changed profoundly 


V. Krusfins: Our Russian language press emphasizes that 
Daugavpils 1s a unique city, and that this unique char- 
acter must preserved. What do we interpret this unique- 
ness to be? 


A. Susko: We still have the publication of “Soviet 
Youth SY”. Why? Daugavpils also has a newspaper 
called “Dinaburga’. Why—because the Russians don't 
want to call the city by its Latvian name. They specifi- 
cally found a historic name. These people 
unintentionally, want to delay the development process 
Our city has the company “Vladlen’°—from the name 
Vladimir Lenin. People were also given such names in 
the nineteen twenties—Vladlen, Vilen, Viulen. But this 
company was formed recently. When its owner came to 
the bank, | asked him—are you preparing to work, or to 
scare people? He answered—who knows, but that name 
is Sacred to me. And, as long as 1t remains sacred to him, 
we will be unable to move forward 


supposedly 


These activities can be stopped by the 
thrive 


\V. Krustins 
entrepreneurs, since they need your money to 
You shouldn't despair, just provide support 


V. Lauskis: Up to 1990, Daugavptls was faring very well 
This was a good training ground for the cadre. People 
ame to the city, went through the “Lokomotive™ plant 
on to the Communist Party committee, and into the 
Ministry. They were living high off the hog. When the 
government was chased out in 1991. a vacuum was 
created. Loyal forces were forming tn spots, but there 
were no longer any connections. We are fighting for a 
change in any way we can. If w 


support from the top down, then it would be much 


, could receive CONCTFete 


simpler—we could get out of the crisis, deal with the 
Russian “Dvinskies” 


If the stat 
administration should personally provide financial sup 


wants the press to be active then the 


port for publishing a newspaper. If this 1s not done. then 
this repion will be lost. We created Our own televise n 
all of the 


and radio. and the government took away 


resour We cannot get any financial support for at 
thing through the budget. The loyal forces, whicl 


represent here. are being further taxed by the circulatior 


tax for last vear. And we have no one to sue in court. We 











late. 


V. Krustins: M 


V. Lauskis. S| 


sc} \ tn | 

( ib ! \1 
itv buds VA 
a ( { 

but | 

must b 


¥. Krustins 


adn 
ma 
t} { 
Birk 


\ ! auskis 


\ Kr { 
\ lau I 
B 

J Spa 


FBIS-USR-94-066 


BALTIC STATES 21 June 1994 


Latvia. must sue 


the Saeima. Isn't 


rgan that can help 


Nal ha iS did the 


, O00 Jats from the 


to’? We dont have 


voice complaints, 


ant keep quiet—1 


lture education 
A Ou are Saving 


lence Daugavpils 


\ren t we piling 
lon't believe that 


tnave any money 
} 

nor can | hold on 

rm t Se results 


away. If he knew 
. eT they it would 
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earned it. If we are crying about how we are forgotten, 
then there are many points on which we deserve to be. 
Who should receive these investments, Providenko? I 
know where he stands on the ballot, and the press 
supports him. But he has an achilles heel, and we will get 
to 1t—the Latvian National Independence Movement 


People are being tested for their knowledge of the 
language. I turned to Mr. Lauskis, thinking—he, as a 
teacher. would best understand. We have a student 
production line—a mayor railway technical school with 
900 students. And do you know what happens there? 
With the help of certain Daugavpils natives, they are 
continuing along in the old spirit—Latvian language 
Studies are ignored. Leninism in being taught. The 
military wives are the teachers. Going into a savings 
bank, you will only hear “what” in Russian. I don’t 
know, Mr. Prieditis, where you pay for your public 
services, but as being responsible for promoting the state 
language. you should be upset, because no inroads have 
been made into the attitude towards language in the city. 
Mur people are calling me and asking if I have read 
Prieditis’ response in the newspaper to the complaints by 
the National Front members. If this is the attitude, then 
subsidies in Riga, as well, should only be paid after the 
job 1s completed. And that 1s only one instance 


V. Krustins: The discussion has drifted away from eco- 
nomic matters. The banker has not yet had a chance to 
speak 


\. Susko: If people are saying that they are oppressed 
and cannot get into the Saeima because they don’t know 
the language. then | am indignant. What good 1s a person 
In parliament, if. because of language, he cannot become 
actively involved in the work. I wish to help those who 
want to work. When someone comes to me, I can already 
see from the hands who needs the thousand for a tractor 
so that he doesn't lose what he has started, and who 
wants to “do business’. | would never give 200,000 
lollars to some risky venturer. I wouldn't even give it to 
Providenko, because I know his destructive politics. On 
the other hand, there are entrepreneurs, like Locs, Pocs, 


\mbainis, and others, who are truly working for the good 
of Latvia. Right now. a problem has come up that there 
iS no one to receive the loans. I could get 100, even SOO 
million dollars, but I need the administration’s guar- 
antee. And I also need guarantees that I will get back the 
money loaned. Unfortunately, there are many of those 
who will not return the money. Worldwide, banks plan 
on writing off loses of 3 to 5 percent 


) 


V. Krustins: How many borrowers do vou have? Seven 
A. Susko: Not much more than that 


\. Krustins: S the Latgale Bank has a few million 
a 


KICKING aroun 
\. Susko: We are not exactly on the verge of failure. If 
this was a free market zone. then there wouldn't be a 


problem with where to put the money. There 1s now a 
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lack of people active in business who would be able to 


borrow i good Sum of money 


V. Lauskis: There 1s a whole category of people who are 
not unwilling, but are unable to pay back the money 
State policies also have to get involved. When the 
borders are properly regulated, then, within six months, 
will change both here and in Russia. More 
precise legislative actions are needed. We should know 
what we will be dealing with at least three or four years 


for now 
As recorded by A. Kundzins Valdis Lauskis, Anatoliys 


Susko, Janis Spagis, Arturs Prieditis 
photos by A. Jermaks 


Inara (oStrovska 


Election Results From Latvia's Largest Cities 
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\rmicans, but with only three votes this idea wall | 
difficult to realize. It is possible that the deputies will 
That might 
be the Jurmala municipal autosport enterprise director 


Juris Visockis, who 1s a member of the DP 


le 


agree and elect someone from a neutral list 


“Harmony of People Party Victory” by Santa Belinska 


Ihe hot election campaign period 1s over and a long 
awaited silence has descended upon Daugavpils. The 
Harmony of People party can celebrate victory, for it 
the new city council out of 15. As 
expected, Alekse: Vidavskis 
chairman of the state stock company ““Dautex” received 


the most voter support. Judging by articles in newspa- 


won ten seats 1n 


list leader and deputy 


pers he could also be the person who the townsfolk and 
party About 
twenty percent of voters cast their ballots f Aleksei 
Vidavskis. The other council members elected from the 
Harmony of People party are SIA ‘Austra’ director Rita 
Strode, physician Reinits Joksts. Social Assistance 
Andrejs Grave. insurance association 


president Peteris Savostjanovs, “Latvia's 


members want to sce in the post of mayor 


Center worket 
‘Ezerzeme™ 
Gas” Daugavpils affiliate director Viktors Gayevskis 

Nataliya Semyonova., 
ia Biryulina, enterprise 


hairman Ivans 


State revenue service inspecto 
High School Nine director Sils 

lokomotivs” committee 
Pucka and stock company ‘Dilars’ president Dmitruys 
Sinders. The SDLP and the Democratic Party of Latgale 


] ? 
unified list got three seats in the citv council] Those go to 


trade mNmn 


| 
| 


the current city council! chairman Valdis Lauskis. state 
stock company “Dautex’ director Janis Ambainis and 
city chief architect Gertrude Kudina. Agrarian Union of 
latvia candidate Andrejs Dauksts and Social Demo- 
cratic Party list member Aleksejs Providenko. who has a 
emerged 
victorious. Before the election candidates on the Har 

uid that the i] Willing to “ : 


mony of People list vork 


with all other lists on economic issues. The Daugavpils 
elections commission will submit its list of the new cits 
ouncil to the Central Elections Commussion. which wall 
have to rule on the level of state language comprehension 
for three counci] members before tl in take of] 


“It's All Clear to One 
Marina Marinina 


Others Somewhat Confused” by 


Seven 1 mbet ot tt ) pul j ’ ' 1) rn 

Party list “We for Lieps emt two As it) 
Nationalist Oreganizat ' nhe { ach f nm 
For Fatherland and | lor the Der tic | 
Party and the Liepaja | | \ i 

lected to the Liepay: \ lt gh the Poputat 
Fronters did 1 t| ! ddit d led 
overt rhe te! |. ' Rirzk ns hear +} " 
section of the PFL [P« lar | { ol La rirst 
person on the victorious !ist {nov Ot IK d 
of the citv, does not anticipate any obstacles to the work 
of the resulting Liepaja neil. Despite tl t 
of intent already conclud:d with FFF at the level of a 
protocol, Mr. Birzkops «still hopes to work with tl 


[NIM 


similar to what is deing discussed in Riga 


i 
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I I } section chair Arkadiys Zebergs confirmed vesterda each Went to the Naliona! Power Ass LOT it dat 1 
that Janis Gailis, former Home Guard batallion com- (Janis Novaksanovs and Janis Visockis) and to 1 
mandet now landlord, construs tion COMpany Ownel Har MO] O] P Opit Dart \ RLOTS R« bli and \ aicnril 


' 
and the Fatherlander elected to the council, supports the Sidlovsh ind one to the Democratic Party of Lateale 
PFL orientation, and for his part Valdis Prancans (Jazeps Korsaks). The simplest mathematical compute 
Association of Nationalist Organizations member. said lions show unmistakably that leader affilitation: ne 
that both deputies from his list—the doctor Egils do not create the prerequisites for real coalition 
Deksnis for the Christian Democrats and Vilnis Maulins Such «A yooint ig wits eeieccen Newly nee 


trom the LNIM—will, for the time being, remain in the Casals itv council deputy V. Reblis and he adds that 
opposition Similarly, he predicted that “We for inthis kind of si ok 4 nkintlacc d | . a af 


Liepaja would be 1n opposition to the Popular Fronters tv mavor. In turn “Rezekne’s Prooriet mea ee 
Ivars Lagzdins. who submitted this list, looking at the ami ene bay . 
seven council seats he considered should have been his ndidate for mayor. So: Ernests Jurkans eC tut 
ind that certainly Andris Jaunsleinis should have beer u Hy will be determined Six entreprencurt 
elected, acknowledged that the Popular Front phenom nergy Orancn representatives, tht 1Oct 
enon in Liepaja surprised him somewhat and that p tucators 
dicting the future 1s truly difficult at this moment. W 
were unable to contact “We For Liepaja” deputy 
feodors Enins. but the other two. Inese Liept ‘FE xpectations—Nloderate” by Zane Matulena 
Liepaja Commerce Bank board chair, and lanis Dreib 
lats, Liepaya Theatre director, acknowledged that they Int] lections for the Jelgava council the 15 seat 
neither expected nor particularly wanted to get onto the livided as follows: LNIM (six seats). SDLP (QQ) DI 
yuncil, but Mr. Dreiblats was pleasantly surprised by AU) (2) PRR ¢ IW oI Ws tact 71. 4 
his popularity among the city’s inhabit | it 
clined to discuss the :uture for the time being Liepaja ceatc an th j or [} mualict 
Entrepreneurs Association director Janis Spriedejs was A eee ce ahi < 
hopetul that he sees no reason that his deputy. Musi indidat < far ma 
College director Rihards Rubins. could not cooperate on Serene 
with the Popular Fronters , ee Pe ; 
Mr. Birzkops did express a bit of regret that a represen red. LNIM Jelg SeCHION 1 r A. Burba said 
lative of producers was not elected from the LEA nal Key | , | 
[Liepaja Entrepreneurs Association], because th 
does not have anvone like that. but that does not meat Ss 
that he has any claim against his former schoolmate. M 
Rubins) When asked about a possible oppositi for p! n. | tele] 
example. trom the ““We For Liepaja” side. Mr. Birzkop Ch 
answered that he view Opposition wit! Ske pticisn | ‘ NI I NIM rey { ‘ I ( )f 
people normally argue only because they are missing ) 
lear conception of various things. As for “We For the Ag ns regio t 1 NIM 
Liepaja. they are former Popular Fronters and all as 
norable and sensible p yp] h whom it ; 
to work 1n a team in the tl ame of Liepaja t id [NIM 
fhe said] | 1 i 
rm { { R toly 
The possibility of cooperating with the PFL and “We | 
Liepaja’ has not been completels led t! 
Fatherlanders either despite thei undisguised worries {1 lels Lat \ 
arguments against it have already begun to app 
Time will tell whether or not they are won | 
’ 
“A Convincing Victory” by Valda Madalane _ an he ue —e 
Fven though only four lists battled in the municipal nal latvias 
tion | seats on the Rezekne city nen 1] 
results came slowly, although thev could have hi 
predicted well in advanced. Monday morning it becams nd then tT pI 
Known that a convincing number of seats—six—had we to find tthe tt hts of “] 


been won by “Rezekne’s Proprietor” (Ernests Jurkans 1 Freed 1) ratic. Part r the SDEP 
Viadimirs Cvetkovs, Helmuts Cibulis Vilmars Sta 1 1} ;, 
lavs Jukna. Irena Silinevica. Janis Zudans). Tw 
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LITHUANIA 


New Demographic Trends Cause Concern 
MAKRISISA Vilnius LIETUVOS RYTAS in Lithuanian 
ls Afay Y4 p 74 
Viada Stankuniene, head of the Demography 
Department of the Institute of Philosophy, 

{1 Law: “The Demographic Crisis: What 1s its Signifi- 
ince Today. and What does 1t Portend for the Future of 


Soc lologs 


lext] The demographic changes that have taken place in 
ia during the last four or five years have broken 
with long-term trends and have created a new demo- 
lts very newness is as frightening as are 


ar implications. More and more often we hear 


praphic situation 


the warning crv: Will we survive? 
tI rst time ever in peacetime, in 1992 the popu- 
n of Lithuania began to decline: It dropped by ten 
thousand in 1992. and by 12.6 thousand 1n 1993. This 
t infrequently used to illustrate conclusions 
bout fateful demographic changes and even about the 


sappearance of the nationality. However, as the overall 
the numbers of rural and urban 
vellers are Shifting not only in different, but in what are 

stomed directions. The number of rural 


nor 7 rn declh »« 
; | cit Lit 4 mes 


residents. which heretofore had declined. has been 
t| ears, while the number of urban 
lent leclined. Therefore. before we draw similar 
W ¢ d make Sense to mals ze the Causes 
t these changes. Furthermore, there 1s the 
timating secondary phenomena. of 
i! importa! Pe 10 tl em whrle overlooking 
It is important to lay bare the nature of 
grapl hanges. Which of them will 
grapnic prospects and how well do 
ith our demographic vision? Is it ver 
int t the population keep growing? Perhaps 1t 
tant to Know why it grows, and what sort of 
will be br yught about by the « hanges 
| f tk ast decade, Lithuania was 
nstant and, by the standards of 
tries, fairly large growth 1n popula 
t half of this growth consisted of 
publics of the late Soviet Unior 
Russia. The annual ne ‘mmigration used 
people. That was hardly cause for 
\ { have been happier with a lower level 


nange in the political 
prow t} began tO SIOW IN 1YSY and 
With the restoration of indepen 
ition underwent fundamental 


ncreased emigration considerably 


leclining rate of immigration, and the net 
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homeland. However, statistical data shows that the em 
gration consists primarily of Russians, Belarusians, and 
Ukranians. In 1992 of migration to the 
ex-republics of the Soviet Union was minus 21.100 
people, and in 1993 

in the fact that repatriation 
uncoeiced: even « 


_the net balance 


minus ] ) 


Q00. We can take pleasure 


taking place peacefully and 


significant decline in population due 
Back to the 


to this reason 1s hardly cause for 


subrect 


oOnce:mM 


Phus far. emigration to the countries of the West has not 


been great. In 1989-1993. the Lithuanian population 
declined by 5.600 due to migration to the West. This 
constitutes only 12 per t of the total decline in the 
number of inhabitants due to migration. Jews constitute 
the primary migrants to Western countries. During the 
last five Veals the | itl Udanlal population was reduced by 
YOO due to migration to the West. However. it must be 
emphasized that the official statistics are incapable at 
this time of completely pinning down the total emigra- 
on to the \ SI It ms ! \ na to determine 
later how many did not ret from short trips abroad 
Anyway, due to emigration to both East and West during 
the last five vears. the population of Lithuania was 
reduced by 51.800 people. Asa result, from 1989 to 1993 
the number of Russiat lithuania declined by 33.606 
that of Ukranians b 4 that of the Belarusians by 
7 OOO, and that of the Jews by 5.300. At the same time 
5.400 n Lithuaniar ! ited than migrated 
With the turn he lithuania } had tor 
a us | SO] ty ‘ I Q i ul Si I 
Linu their number 1} me nt } 
Lithuanians t i poy Ho! i pI p 
T he constituted An f IQR nd ner r 
in 19 14 
Since tn mi yn erowtl Ot 
ends in t ms I ) an } | 
population di ation cannot b d 
serious demograp! nrol It esp i not be 
permitted hado lemograp! problems 
that demand sp 1 rese action 
Wh itura has thus fa mained p ’ 
dur t i re\ ' } spe ! JGR iS t} 
leat it pid 1 birth rate d d 
ipy } 11 | | | } iT 
t thar [> | | decades. natura 
' t ) i mt | " | ) { > t 
the populat rr nly 600. In 1993. almost 
} t Ler } dy hy nd 4 ¢ ' , | ple 
died 1 1 ; | } nut 1 } the 1 trom 
52 ¢ if ' ) ’ 1/ ;4 ’ { T 1} 
sand T 134 1 vhile tl resp ding number of 
ath: f tr ’ j », qf ‘aah 1 f if YT 1] 
percent) 
\W thout a de yt } | nt | 1 ian demo 
oT phi } t tf den grant dec| ne 
Lithuania has 1 ‘ 1 such a dden and 
sper tacula wcrea nirt | main ase in the 
de thy i? natime | } if St. notin this ce tie 
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It would be nice to believe that this will be the last such 
“record” set. However, 1t may be that the near future will 
bring even more “impressive achievements.” 


Such demographic fluctuations are usually the results of 
economic crises. Such crises affect the birth rate fairly 
quickly and noticeably. The public reaction to a deterio- 
rated standard of living and uncertain prospects first man- 
ifests itself in the decision of families to wait for better 
times. Marriages are delayed. Fewer children are born. 
Many countries have experienced this in times of economic 
crises. However, the effect of crises on deaths 1s usually 
considerably smaller. Such a great increase in an already 
high, by the standards of developed countries, death rate 
betrays a public inability to do anything to save lives. 


The public health and death rate are currently affected 
by a number of new and, to us, unfamiliar factors. We 
were taken unawares by the sudden change tn the con- 
ditions and modes of life, as well as by the changes in 
interpersonal relationships, by unstable employment, 
and by a changed standard of living. 


It is very difficult, especially for the older generation, to 
adapt to new conditions. That increases stress, and thereby 
affects the related illness and death rates. The death rate 
from circulatory and psychiatric tilnesses is rapidly 
increasing. Last year, the death rate from circulatory dis- 
eases increased by 13 percent. More and more often, we are 
losing middle aged and even young people to these diseases. 
The death rate has also increased due to reasons directly 
linked to a lack of normal living conditions, medical care. 
and medicines. In the period from 1990 to 1993, the death 
rate from infectious and parasitic diseases increased by 45 
percent, deaths from tuberculosis almost doubled (increased 
by 1.87 times), and deaths from diabetes, diseases of the 
endocrine system, and digestive and metabolic disorders 
increased by 50 percent. The death rate due to malignancies 
continues to grow. 


The worsening crime situation carnes off its victims 
Never have we had so many unnatural deaths. In 1993 
alone, murder increased by !8 percent, and suicide by 12 
percent. The number of deaths caused by auto accidents 
iS also increasing. 


Within this complex human environment. the fruits of a 
long-term deterioration of the public health are being 
harvested. During the last five years, the average life 
expectancy has declined by 3.4 years, from 72.4 years in 
1988 to 68.95 years in 1993. In 1993 alone, the average 
life span was reduced by 1.5 years. Statistics on the 
average life span have only been collected in postwar 
Lithuania since 1959. At that time, the average was 69.4 
years. Thus, we can only say that we have slipped back 
by more than thirty years. This change was primarily the 
result of a greatly increased death rate among men, 
especially in the countryside. The average life expect- 
ancy of men declined in the period 1988-1993 by 4.6 
years (from 67.7 years in 1988 to 63.1 in 1993), and that 
of women by 1.7 years (from 76.6 years to 74.9 years). In 
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1993, the life expectancy of rural men was 4.3 years 
shorter than it had been in 1959, having declined from 
64.7 years to 60.4 years. 


The difference between the life expectancy of men and 
women grew to nearly twelve years, and in rural areas up to 
13.4 years. A few years ago, the average male life span, then 
shorter by nine vears, was held up by foreign demographers 
as a characteristic phenomenon of Soviet mortality. To what 
can we attribute the situation in 1993? 


Some cold comfort can be taken from the fact that the 
decline of the average life span coincided with a change 
in the statistical methodology. Up until 1991, stillbirths 
were dealt with in accordance with Soviet methodology, 
which meant that many infants that died soon after birth 
were not included in the mortality statistics. However, 
that should have had more or less the same effect on the 
average life expectancy of men and women. It would be 
nice to believe that this jump in the death rate 1s a 
temporary phenomenon, the outcome of an accumula- 
tion of causes. The birth rate, which had sharply declined 
during the first postwar decades, then stabilized itself 
and for twenty years remained at replacement level, 1.e., 
the generations made way for one another, without an 
increase in the overall population. However, during the 
last few vears, and especially in 1993, the birth rate fell to 
a level lower than had ever been recorded in Lithuania. 
In 1995 there were only 12.5 births per thousand inhab- 
itants, versus 15-17 in the 1970-1990 period. 


[he average number of children that a woman has in her 
litetrme declined in 1993 to 1.66 (it had long been at 
about 2). What does that mean? Are we shifting from 
fairly widespread two-child families to one-child or even 
childless ones, 1s 1t a result of poverty and instability? 


There can be no doubt that a greatly deteriorated standard 
of living forces families to make hard choices as to whether 
to at least temporarily forego the desired number of chil- 
dren. For many, having as many children as they would like 
to have has for the present become a luxury 


Usually, once a crisis 1s past and conditions begin to 
improve, the birth rate rebounds to its previous level, 
often even manifesting a compensatory effect, 1.e., it 
temporarily becomes higher than before 


However. 1t1s unlikely that we can count on such changes in 
the future. The effect of the crisis on the birth rate 1s only 
one of the causes. In recent times, the conditions, ways, 
rules, and value orientations have been fundamentally 
changing. A strong spread of Western culture can be sensed, 
especially among the voung. What effect will that have—or 
is already having—on the behavior of families? Will small 
families. created late, also become widespread in our 
country? Will the numbers of unmarried couples, wide- 
spread in Western and especially Northern Europe, along 
with their often illegitimate children. begin to increase? 


The first indicators of the development of these pro- 
cesses have appeared. As the overall! birthrate declines, 
the number of illegitimate children grows. They consti 
tuted nine percent of births in 1993, while previously the 
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illegitimacy rate had remained at the prewar level of 6-7 
percent. The increase in illegitimate children may be the 
result of temporary factors. 


However, it 1s not rare in Lithuania for the long- 
Standing, formal, Catholic-inspired family relationships 
to be replaced by informal ones. Ordinarily, an increase 
in illegitimacy 1s a sign of an increase 1n illicit relation- 
ships. 


Since 1991, a fairly rapid decline in marriages has been 
evident. Marriages prior to age 25 are becoming rarer. As 
it 1s, divorce has been fairly common for some decades: 
it has become more common in recent years. Even scanty 
data about the family and birth rates testifies to the fact 
that the family is undergoing a crisis. Clearly, families 
are becoming destabilized. Common sense and the expe- 
riences of other countries indicate that difficult condi- 
tions are not the only causes of the aforementioned 
changes. Thorough research 1s essential if we are to 
answer the questions of what ultimately determines 
changes in the family, what those changes are, what kind 
of help families expect from the state and how they could 
be helped. It has not been grasped thus far that these 
changes in the family and in birth rates will determine 


the time of the onset as well as the magnitude of 


depopulation (an absolute decline in population, with 
the death rate exceeding the birth rate). Furthermore, it 
must be understood that an unstable family 1s not only a 
consequence, but also a precondition of an unstable 
society. It is therefore not a secondary problem 
Depending upon our solution to this problem 1s our 
demographic future and the manifestations and conse- 
quences of depopulation, which we shall no doubt begin 
to experience as early as next year 


The situation is very serious and cal’: tor resolute 


decisions 


The Lithuanian Population, by “Millions 
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Kaisiadorys Fails To Elect Seimas \lember 
a 944K1376A Vilnius TIESA in Lithuanta \f 
Marriage and Divorce, Per Thousand pl 
Santuokos ir istuokos [Unattributed report: “Elections Failed a Third Time in 
Kaisiadorys”’] 
{1 [Text] Of the 38,900 voters in the Kaisiador toral 
district only 1.878 or 4.8 percent came to vot third 
10} Santuokos time for the sole candidate running for Se:mas. 4 
Visockas, chairman of the Socialist Party. The candidat 
ol received 1,312 votes, or 70 percent | 
pating. The inhabitants of Pravienisk: re the most 
2 active: of 300 voters, 227 gave their votes to A. Visockas 
SF Voting took place in all precincts, although some co! 
toral commission members refused to take part in the 
Tr elections, and no substantial violations of the electoral 
5 4 law were found. 
: A. Zilinskas, secretary of the Main Electoral © 
m 5S sion, reported these facts as well as the preliminas 
5 voting results to reporters yesterday T he mmission 
- 4h plans to receive all the official clectlon documents today 
| They will then be verified. Correspondence ballots f 
Re abroad have also not yet been received (about 18 a 
3 — expected). But the conclusion is already clear: a Se:mas 
2 member has not been elected for the Karsiadorvs cle: 
1980 1985 1990 1993 toral district—the election simply did not take place 


This “pleasure” cost about 50 thousand Iitas 





The fourth round of elections in Kaisiadoryvs should be 
held in half a vear. in November 
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